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ABSTRACT 
This dissertation proposes a framework to analyze industrial restructuring. It explains industrial 
restructuring as a defensive counteraction to structural contradictions in production which leads to a 
deepening of the division of labour through four mechanisms: intensification, rationalization, technological 
change and transplantation. 
The framework is then applied to scrutinize the 1979-1989 evolution of manufacturing activities 
in Hong Kong. The scale and sectoral analyses determine that the smaller establishments are faster 
growing, more profitable and proportionally less capitalized. Also, for the majority of industrial sectors, 
the dramatic increases of profitability are not the result of productivity gains but rather the outcome of 
abating compensation shares in added-values. This is mainly the result of cross-border industrial 
transplantation. 
Hong Kong manufacturing industries have directly benefitted from territorial reforms in China, 
and the transplant of land and labour intensive processes indicates the magnitude of the regional 
integration and reliance of production. By describing, mapping and analyzing the territorial corollary of 
the reforms, the Zhujiang Delta extended metropolitan region is circumscribed. A probe into market town 
industrialization demonstrates how urbanization extends out to predominantly rural areas. The regression 
analysis demonstrates that 85 percent of the 1979-1989 spatial variation of industrial value in Guangdong 
is explained by the interaction between Hong Kong-based investment, new industrial enterprises, labour 
force expansion, and the decrease of public balance of localities. Hong Kong industries capitalize on 
Chinese national infrastructure investment. 
This indicates some characteristics of spatial integration and economic diversification in the sphere 
of production and exchange between Hong Kong and Zhujiang Delta. If the restructuring process in 
Hong Kong ultimately intensified as a reaction to the modernization drive in China, which now supports 
economic diversification in both places, the collapse of the divide between foreign trade and 
manufacturing production in Hong Kong indicates it increasingly specializes in trading production 
coordination in China. 
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CHAPTER 1： INTRODUCTION 
INTRODUCTION 
The quest for new, "uncapitalized" regions of the globe, which appears throughout the history of 
capitalism, demonstrates how much geographical space is central to the reproduction of capital. The 
survival of capital involves a functional movement across frontier territories, in order to sustain profitable 
accumulation and further reproduce the systemic hegemony of the capitalist mode of production. In 
Hong Kong, the restructuring of manufacturing activities is driving industrial capital along a new trade 
route into Zhujiang Delta(1), promoting the urbanization of rural space. 
Rural agricultural populations in developing countries are influenced by the internationalization 
of commodity production. The increasing flexibility of industrial production systems and the most recent 
developments in transport and communication have promoted the international restructuring of the 
industrial division of labour. By favouring the penetration of capitalist production systems into non-
modernized, traditional environments, restructuring has promoted the influence of international production 
organizations over national and regional economies. The emergence of such processes happens in a 
historical phase where regions are incorporated into a global economy which emphasizes the role of 
international investment and linkages. The general outcome is, on the one hand, urbanization, and on the 
other hand, the economic diversification of industrial economies. 
More particularly, in Asia, integration within the world economic system is achieved by the 
industrialization of regional economies. Recent development of land and labour intensive industries has 
benefited the economic growth of many urban agglomeration, and also that of densely populated rural, 
agricultural and suburban areas. This surge of industrialization has but one general societal impact, a 
1 Z h u j i a n g D e l t a： P e a r l R i v e r D e l t a , i n M a n d a r i n . 
\ \ 
2 
massive, though unequal, urbanization drive. Because of geographical particularities pertaining to Asian 
urbanization, mainly related to 1) wet-paddy cropping and to 2) diversified activities in rural interstitial 
lowlands between large human settlements [Ginsburg, 1991, 31]，a unique pattern of human settlement 
is currently developing. This settlement pattern, as a specifically Asian urban formation, is known as the 
"extended metropolitan region" (EMR) [McGee and Macleod, 1991，2]. 
In China, the accelerated urbanization drive is linked to the growing participation of international 
industrial capital empowered by the development of a territorial regulatory framework. The relationship 
between the innovative industrial dynamics in Zhujiang Delta and the processes by which this 
predominantly rural landscape has become prone to the development of towns and cities and, mostly, 
urbanization, has yet to be thoroughly analyzed. This mainly results from the fact that, on the one hand, 
Asian urbanization processes remain relatively unexplored. Some initial work has been done, and EMRs 
have been identified [Ginsburg et al, 1991; Brennan and Richardson, 1989; McGee, 1991，1987]. As of 
now, it has been demonstrated that they present distinct characteristics which cannot necessarily be 
accounted for by Western urbanization theories. Specifically, the differences can be understood in terms 
of the city-based versus region-based urbanization paradigms. Analysis of this type of territorial 
development and peculiar capital formation in Zhujiang Delta sheds insight upon the growing constitution 
of the Cantonese territorial community. The dissertation investigates the restructuring of industrial 
production in Hong Kong and draws out the urbanizing corollary in Zhujiang Delta. 
RESEARCH AREA 
This first chapter examines the context of the study area by first defining the fundamental spatial 
and systemic characteristics of China, Zhujiang Delta and Hong Kong which are intrinsic to this research 
project. It then elaborates the research paradigm, hypothesis, and the methodology adopted to verify them. 
I ! 
3 
MODERNIZATION IN CHINA 
It is generally recognized that one essential feature of the growing integration between Pacific-Asia 
and the world economic system is China's own modernization0) drive. In China, the realization of a rural 
reform package in 1978 has led the expansion of a thriving agrarian economy towards the development 
of non-agricultural sectors in villages and towns, mainly via market competition and individual 
entrepreneurship [Siu, 1990，197]. In parallel, a series of economic reforms initiated in 1979 have 
produced a phenomenon of countryside industrialization, which in turn has converted many small towns 
into processing and manufacturing centres, employing local dwellers, but also many part-time farmers 
[Chang and Kwok, 1990，153]. In April 1988，the National People's Congress legitimized a new 
ownership category for enterprises of more than 7 employees, the 'private business'. In 1992，these 
enterprises employed 2.32 million people and produced 20.5 billion yuan in output value [Smart and 
Smart, 1991, 218; JEN, 2/8/1993]. Seemingly, one of the most dramatic changes in China's landscape is 
the development of capitalist industrialization. 
Contemporary reforms in China are based upon policies which favour some distinctively endowed 
areas [Wei and Zhang, 1992, 51]. As China gradually re-opens its territory to international capital, specific 
sectors (land and labour intensive industries) and areas (coastal lowlands) are targeted by capitalist 
industrial development. This is the case in Guangdong province. 
In China, the fastest economic development is occurring in Guangdong province (map 1 • 1 .(2)). 
During the 1980s decade, Guangdong saw its gross domestic product (GDP) and national income (NI) rise 
1 o n t h e t o p i c o f m o d e r n i z a t i o n i n C h i n a , s e e P r y o r , 1 9 9 1； L e B l a n c , 1 9 9 0 ; Y a n g , 1988； 
C h e v r i e r , 1 9 8 6； R o z m a n (ed.) 1 9 8 1 ; W e i 1 9 8 0 ; a n d C h i n , 1 9 7 9 . 
2 , T h e t o p o l o g y o f a d m i n i s t r a t i v e d i v i s i o n s w h i c h i s a d o p t e d i n t h i s t h e s i s d i s c r i m i n a t e s 
b e t w e e n f o u r s u b - p r o v i n c i a l l e v e l s (as i n H s u e h a n d Z h a i , 1 9 9 3 ) : m u n i c i p a l a d m i n i s t r a t i o n p r o p e r 
( M A P ) , m u n i c i p a l i t y , c i t y p r o p e r a n d c o u n t y . , 
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MAP 1 .1 . 
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* Municipal administration proper (HAP). 
from 7th and 8th nationally to 1st and 2nd respectively [Wang, 1992，18]. The improvement of the 
connection with the Cantonese diaspora has facilitated a first post-reform wave of foreign capital 
investment, which is generally held accountable for much of Guangdong's economic growth. Between 
l ； 
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1979-1988，roughly half of the total foreign investment⑴ inflow in China has gone to Guangdong 
province. This amount represents the equivalent of 15 percent of total provincial investment in fixed assets 
of national origin. A substantial share of this activity has developed in cities, towns and villages outside 
the areas specially created to receive and manage such investment(2), i.e. the special economic zones 
(SEZs) and the "opened" cities [Thoburn etal., 1990，1]. Consequently, international industrial capital had 
an impact on the development of commodity production and the social division of labour in rural 
agricultural areas of Guangdong. In parallel, early in the reforms, 90 percent of Guangdong's non-trade 
foreign currency receipts came in as personal disbursements or remittances from overseas Chinese 
communities of the Guangdong diaspora [Kamm, 1989, 350]. This indicates the propensity of Guangdong 
in attracting foreign capital through personal contacts. Generally, the foreign capital inflow concentrates 
in the South-central area of the province, Zhujiang Delta. 
ZHUJIANG DELTA： A DEFINITION 
The demarcation of the area of Zhujiang hydrographic basin varies following various definitions. 
The extent of its area usually ranges between 14 100 Km2 and 25 300 Km2 [Xu and Li, 1990, 52]. 
Zhujiang basin is irrigated by three main rivers: from the west and the border of Guangxi Zhuang 
autonomous province flows the Xijiang, which alone accounts for 80 percent of total annual flow capacity 
of the Delta [Chu, 1986]. From the north and through Shaoguan city runs the Beijiang, which meets the 
1 j n f o r e i g n i n v e s t m e n t f i g u r e s , d i r e c t f o r e i g n i n v e s t m e n t w i l l b e d i s t i n g u i s h e d f r o m i n d i r e c t 
f o r e i g n i n v e s t m e n t . D i r e c t f o r e i g n i n v e s t m e n t r e f e r s t o i n v e s t m e n t in j o i n t - v e n t u r e s (both 
c o n t r a c t u a l a n d e q u i t y ) , t o c o o p e r a t i v e d e v e l o p m e n t o f p e t r o l e u m r e s o u r c e s , a s w e l l a s to i n v e s t m e n t 
i n w h o l l y - o w n e d e n t e r p r i s e s . C o n s e q u e n t l y , it r e f e r s t o t h o s e c a s e s w h e r e i n v e s t o r s c o n t r o l t h e 
o p e r a t i o n s o f t h e p l a n t s i n w h i c h t h e i n v e s t m e n t i s m a d e [Watts, 1 9 8 7 , 25] . I n d i r e c t f o r e i g n 
i n v e s t m e n t r e f e r s t o s u b c o n t r a c t i n g a r r a n g e m e n t s (also r e f e r r e d to a s c o m p e n s a t i o n t r a d e , o u t -
p r o c e s s i n g a n d a s s e m b l i n g c o n t r a c t u a l a r r a n g e m e n t s ) , a s w e l l a s to l e a s i n g a g r e e m e n t s [Sit, 1 9 9 1 , 
1G2] . E x t e r n a l l o a n s a r e a l s o i n c l u d e d i n i n d i r e c t f o r e i g n i n v e s t m e n t f i g u r e s [Hsueh a n d Z h a i , 1993】. 
2 0 n e 1 9 8 8 s u r v e y i n d i c a t e d t h a t a s m u c h a s 70 p e r c e n t o f m a n u f a c t u r i n g a c t i v i t i e s i n v o l v i n g 
H o n g K o n g - b a s e d p a r t n e r s l o c a t e d o u t s i d e t h e S E Z s [Chow, 1 9 8 9 , 3]• In t h e c a s e o f direct foreign 
i n v e s t m e n t , u s u a l l y c o n t r a c t e d a s f o r m a l a g r e e m e n t s n e g o c i a t e d w i t h p r o v i n c i a l o r n a t i o n a l 
a u t h o r i t i e s t h e t e n d e n c y o f H o n g K o n g - b a s e d i n d u s t r i a l c a p i t a l w a s to l o c a t e i n t h e v i c i n i t y o f 
l a r g e r a g g l o m e r a t i o n s l o c a t e d o n t h e e a s t b a n k o f Z h u j i a n g D e l t a [FHKI, 1992] (see a p p e n d i x 1 . 1 . f o r 
d e t a i l s o f s u r v e y a n d m a p o f i n v e s t m e n t i n t h e d e l t a ) . f 
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Xijiang roughly 50 Km east of Guangzhou, the capital city of Guangdong province. This area marks the 
beginning of Zhujiang river and the tip of the contemporary geomorphic Zhujiang Delta. There, the deltaic 
surface covers approximately 5 700 Km2. The third river, the Dongjiang, runs from the east. It joins the 
Zhujiang river some 30 Km west of Guangzhou, forming a smaller delta covering approximately 250 Km2. 
The subtropical climate and the geomorphologic history account for the fertile grounds which have 
rendered this region one of the traditionally productive agricultural area in China01). 
Notwithstanding the physical delineation of the area, this research alludes to a definition of 
Zhujiang Delta which is administrative in nature (map 1.2.). Precisely, in February 1985，most counties 
and cities bordering the Zhujiang river were grouped together as Zhujiang Delta Economic Development 
Zone (EDZ). This zone was delimited by the cities of Foshan, Zhongshan, Jiangmen in the west and by 
Dongguan in the east, and included 12 counties (Baoan, Doumen，Enping, Gaoming, Heshan, Kaiping, 
Nanhai, Panyu, Shunde, Taishan, Xinhui and Zengcheng) and 118 satellite towns. This zone, in which 
counties and cities are granted special economic privileges and committed to attract foreign investment, 
included the central core of the delta with the exception of Guangzhou, Shenzhen and Zhuhai 
municipalities, and extended 100 Km west. This 1985 EDZ covered an area later named the Small (or 
Inner) Delta (Xiao Sanjiazhou). It is distinguished from the Greater Delta (Da Sanjiazhou) which was 
created in December 1987. By then, the EDZ had been re-defined to include 9 counties in addition to the 
previous (Boluo, Conghua, Gaoyao, Guangning, Huaxian, Huidong, Huiyang, Sanshui and Sihui), as well 
as 3 more city-level municipalities by entailing Huizhou, Qingyuan and Zhaoqing [Zhongshan Daxue 
Dilixi, 1988, tome 4]. In this dissertation, "Zhujiang Delta" refers to the Greater Delta EDZ, to the Open 
1 T h e G e o g r a p h y D e p a r t m e n t o f Z h o n g s h a n U n i v e r s i t y ( G u a n g d o n g ) h a s p u b l i s h e d i n 1 9 8 8 a s e r i e s 
o f f o u r t o m e s f o c u s e d o n Z h u j i a n g D e l t a [Zhongshan Daxue Dilixi, 1 9 8 8 , Guangzhou: Zhongshan Daxue 
Chubanshe] . T h e f i r s t t o m e c o n c e n t r a t e s o n t h e i s s u e o f p h y s i c a l r e s o u r c e s o f t h e d e l t a a n d o f f e r s 
a c o m p l e t e g e o g r a p h i c d e f i n i t i o n a n d d e m a r c a t i o n o f t h e D e l t a . T o m e 3 e x p l o r e s w a t e r a n d s o i l , 
w h e r e a s t o m e 2 a n d t o m e 4 a n a l y z e d e v e l o p m e n t , c i t y - s y s t e m g r o w t h a n d u r b a n i z a t i o n . A l s o , f o r a 
h i s t o r i c a l p e r s p e c t i v e o f t h e d e l t a , s e e L o , 1 9 9 0 , a n d Y e e a n d T a n , 1985； a n d S i u 1 9 8 9 , 1 9 9 0 f o r a 
v i v i d d i s c u s s i o n o n t h e p o l i t i c a l e c o n o m y . , 
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MAP 1 .2 . 
Guangdong counties, cities and Zhujiang EDZs 
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City of Guangzhou(l), as well as to Shenzhen and Zhuhai SEZs. Within Zhujiang Delta, the east bank 
and the west bank correspond to those cities and counties located in the east side and west side of the 
delta. 
1 i n 1 9 8 4 , G u a n g z h o u w a s d e c l a r e d a n " o p e n c i t y " , a l o n g w i t h t h i r t e e n o t h e r c o a s t a l c i t i e s . 
T h i s s t a t u s e n d o w s t h e c i t i e s w i t h s p e c i a l p r i v i l e g e s r e g a r d i n g f o r e i g n t r a d e [Xu, 1 9 8 6 , 9 7 ] . 
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In 1980，Zhujiang Delta was densely populated, with over 16 million dwellers (averaging 630 
people by Km2)，of which over three quarters were engaged in labour-intensive agricultural production. 
Although Zhujiang Delta only accounts for 14 percent of the total provincial area, its cultivated land area 
in 1980 accounted for nearly 38 percent of the provincial total, producing about 40 percent of the 
provincial gross value (chart 1.1.). This large share for Zhujiang Delta in the production of agricultural 
value demonstrates the intensiveness of the agrarian activities and the qualities of the arable land. 
However, the development trend demonstrates that important changes occurred over the decade. 
Agricultural activities in Zhujiang have become less important, at least in relation to Guangdong as a 
whole. It is stipulated that the reason lies in the fact that most of the rural industrial development that was 
initiated in 1978 in Guangdong has concentrated in Zhujiang Delta. 
In 1980, Zhujiang Delta was also already the most industrialized area of Guangdong province 
(chart 1.2.). Moreover, it accounted for three quarters of Guangdong's light industrial output [Luk, 1989]. 
But this already large concentration of commodity production in Guangdong was to increase dramatically 
over the decade, as it is revealed through the soaring industrial output value of total GVIO in Zhujiang. 
In 1989，Zhujiang Delta accounted for 25 percent of the provincial population and for 73 percent of GVIO 
[Hsueh and Zhai, eds.，1993]. 
Zhujiang Delta, before the creation of the EDZ, had already benefitted from the economic reforms 
in China. In August 1980, the southern extremities of the delta were granted special economic jurisdiction. 
The establishment of Shenzhen SEZ, in the south-east of the delta and adjacent to Hong Kong, and Zhuhai 
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CHART 1 .2 . 
Zhujiang Delta provincial share of GVAO and CLA 
1980 — 1989，in percent. 
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CHART 1 . 2 . 
GVIO in Zhujiang Delta and Guangdong 
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SEZ’ south-west and adjacent to Macao⑴，has promoted the increase of national investment in fixed 
assets in the area, but has also granted locals more decisional power regarding foreign investment inflow. 
With the creation of the consecutive EDZs, the delta was allowed to offer more special tax breaks, and 
other economic incentives, to attract foreign investment and encourage foreign trade. 
This era of transformation of the physical and social landscape of Zhujiang Delta partly results 
from the penetration of Hong Kong-based industrial capital. This first decade of China's opening to the 
world economic market (1979-1989) has developed intensive industrial linkages between Hong Kong and 
the delta [FHKI, 1992; Maruya，1992a, 1992b; Pryor. 1991; Sung, 1991a, 1991b]. It has been reported 
that a "belt of export-processing towns" has sprung up within a 250 Km radius of Hong Kong [Kamm, 
1989，373]. This development would tend to exemplify the distinct industrial relationship that exists 
between Zhujiang Delta and the British Dependent Territory of Hong Kong. 
HONG KONG： BONDED WITH ZHUJIANG 
Chinese policies in national development clearly indicate the strategic importance of Hong Kong 
in China's opening to world economic market. Hong Kong has long been recognized as the key to China's 
"opening to the outside"(2) (OTTO) policy [Leung and Chiu, 1991，78; Sung, 1991a，xi]. In Southern 
China, the chief investor is Hong Kong, and this international financial centre concentrates as much as 90 
percent of its foreign investment in productive assets right across the border, in Zhujiang Delta. In 1989， 
ten years after the opening of China to foreign investment, roughly three million labourers in Zhujiang 
1 S e e p . 1 6 2 f o r d e t a i l s c o n c e r n i n g t h e i m p l e m e n t a t i o n o f t h e S E Z p o l i c y . 
2 what i s c o m m o n l y r e f e r r e d t o a s t h e " O p e n D o o r " [Menhu Kaifang) p o l i c y d o e s n o t o r i g i n a t e 
f r o m t h e C h i n e s e a u t h o r i t i e s t h e m s e l v e s . T h e e x p r e s s i o n w a s t r a c e d b a c k to W . Y . L i n , a n A m e r i c a n 
t r a d e o f f i c i a l s u r v e y i n g f o r e i g n i n v e s t m e n t in C h i n a d u r i n g t h e J a p a n e s e o c c u p a t i o n [Lin, 1 9 3 9 ] . T h e 
c o n c e p t o f " O p e n D o o r " i s n o t e q u i v a l e n t to C h i n a ' s c u r r e n t p o l i c y o f " o p e n i n g to t h e o u t s i d e " 
(Duiwai Kaifang Zhence) [ K l e i n b e r g , 1 9 9 0 , 3 ] . T h e f o r m e r is a s s o c i a t e d w i t h f o r e i g n i m p e r i a l i s m in 
C h i n a , a n d t h e l a t t e r w i t h a d e v e l o p m e n t p o l i c y w h i c h s e e k s to i n v i t e a n d c o n t r o l o u t s i d e 
p a r t i c i p a t i o n . 
( 
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Delta were directly employed by Hong Kong firms, half of which were migrants from rural areas of inland 
provinces [FHKI, 1992], Those workers represent a labour force four times the size of that engaged by 
Hong Kong manufacturing establishments in Hong Kong. This trend demonstrates the extent of the 
integration of the production system of Zhujiang Delta and Hong Kong. Economic links between 
Hong Kong and the delta have been progressing to a point where cross-border trade in 1990 reached 
HK$b 50. For comparison, Hong Kong's GDP was HK$b 400 that year [Cheng and Taylor, 1991, 66]. 
In 1984，an agreement between the Chinese and British governments concerning the reintegration 
of Hong Kong to PRC was reached; on July 1st 1997，Hong Kong will officially become a Special 
Administrative Region (SAR) of the People's Republic of China(1) 
The territory of Hong Kong covers a total land surface of 990 Km2. This corresponds to an area 
which is less than 4 percent that of neighbouring Zhujiang Delta. The two areas share 30 Km of terrestrial 
and 733 Km of maritime border. In Hong Kong, available land for urban construction is scarce, since most 
of the terrain is hilly or mountainous, exception made of the northern New-Territories which are endowed 
with lowlands. Hong Kong has few natural resources besides its outstanding deep water harbour attributes, 
and its population. 
Hong Kong's population totalled 5.8 million in 1989, with an annual natural growth rate of 
1 percent. Its ethnic composition is fundamentally Chinese, with 39.5 percent of the population born in 
Mainland China [HKCBT, 1981]. The ties that bind Hong Kong with Guangdong are very strong (table 
1.1.). Zhujiang Delta is the most common place of origin(2) of Hong Kong's population; Guangzhou, 
1 S i n o - B r i t i s h J o i n t D e c l a r a t i o n , s i g n e d o n D e c e m b e r 1 9 t h , 1 9 8 4 . 
2 T h e o r i g i n o f H o n g K o n g ' s C h i n e s e p o p u l a t i o n r e f e r s to t h e i r "Heung H a " , i . e . t h e v i l l a g e o r 
t o w n i n C h i n a f r o m w h i c h t h e f a m i l y i n i t i a l l y c a m e f r o m . , 
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Macao and adjacent places in the core of the delta account for nearly half of total family origin, whereas 
Siyi accounts for over 16 percent. The kinship relationship is strongest first and foremost with Zhujiang 
Delta. 
TABLE 1.1. PLACE OF ORIGIN OF HONG KONG POPULATION, IN PERCENT. 
Place of Origin Percent 
Hong Kong 2.5 
Guangzhou, Macao, and 
adjacent Places(1) 49 2 
Siyi(2) 16:3 
Chaozhou area(3) 11.4 
Elsewhere in Guangdong 9.4 
Elsewhere in China 9.1 
Other countries 2.0 
Source: HKCBT, 1981. 
In September 1989, the active population of Hong Kong totalled 2.78 million. The labour force 
has increased 31 percent over 1979, from 2.12 million. In terms of occupation, the most significant 
variation is that which occurred within the manufacturing sector (chart 1.3.). In 1979，this sector employed 
more than 43 percent of the population and produced over 25 percent of total GDP [CSD, 1985]. In 1989， 
employment in the manufacturing sector accounted for less than 30 percent of the active population, the 
share of GDP remaining slightly over 20 percent [CSD, 1990]. The strong relative decline of this leading 
economic sector raises several questions. 
1 A d j a c e n t p l a c e s r e f e r s to the f o l l o w i n g c o u n t i e s a n d cities： Z e n g c h e n g , H u a x i a n , P a n y u , 
S a n s h u i , C o n g h u a , N a n h a i , D o n g g u a n , H u i y a n g , H u i d o n g , Z h o n g s h a n , B a o a n , as w e l l as W a n s h a n a n d 
D a n g a n g s h a n I s l a n d s . 
2 s i y i i s c o m p o s e d o f c o u n t i e s s i t u a t e d s o u t h w e s t of Z h u j i a n g Delta： K a i p i n g , H e s h a n , Jiaxigmen, 
X i n h u i , T a i s h a n a n d E n p i n g . 
3 C h a o z h o u a r e a i n c l u d e s t h e f o l l o w i n g c o u n t i e s： S h a n w e i , S h a n t o u , C h e n g h a i , H a i f e n g , N a n ' A o , 
H u i l a i , C h a o y a n g , F e n g s h a n , N a n S h a n , R a o p i n g , C h a o ' A n , J i e y a n g a n d P u n i n g . 
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CHART 1 .2 . 
Distribution of Hong Kong labour force by sector, 
5 in percentage, for selected years. 
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How can this structural change in Hong Kong's social division of labour be accounted for? Hong 
Kong's development since the Second World War is explicit about the advantages of being well integrated 
in the world economic market. In particular, two distinct groups of causal factors are identified. First, the 
development of internationalist policies in Hong Kong, which coincided with a phase in capitalism's 
history characterized by a，丨burgeoning globalization of capital and production", is held responsible for 
rapid economic growth and social change in Hong Kong [MacLeod, 1989，14]. Second, the presence of 
particular production and exchange factors which suited the globalization of the commodity production 
economy; particularly, the availability of cheap labour, the space for development, the presence of local 
entrepreneurship and capital, machinery, flexibility in production, as well as a fully developed distribution 
system, are factors that supported industrialization and development [Youngson, 1983; Hsia and Chau, 
1978; Riedel, 1974]. 
The growth of manufacturing activities was remarkably consistent during the 1969-1978 period(,) 
(chart 1.4.). However, since the end of 1978，the relationship between growth of establishments and 
manufacturing employment has seemingly changed (chart 1.5.). It appears as unsteady, but with a clear 
tendency, especially from 1987 onward, to increase the quantity of establishments while decreasing total 
employment. One, or both, of the two groups of elements which are held responsible for the post-war 
industrial growth in Hong Kong must have been altered in some way: is the tendency the result of 
modification related to the globalization of industrial capital, or is rather it the result of changes of 
production factors in Hong Kong? 
1 T h e v a r i a t i o n i n t h e g r a d i e n t s o f g r o w t h b e t w e e n e s t a b l i s h m e n t s a n d e m p l o y m e n t w h i c h a p p e a r s 
m a i n l y b e t w e e n 1 9 7 2 a n d 1 9 7 4 s t e m s f r o m t h e d e v e l o p m e n t o f t h e s t a t i s t i c a l c o v e r a g e in H o n g K o n g . 
U n t i l 1 9 7 4 , o n l y t h e e s t a b l i s h m e n t s r e g i s t e r e d w i t h (or r e c o r d e d by) t h e L a b o u r D e p a r t m e n t a p p e a r e d 
i n t h e D i g e s t s o f S t a t i s t i c s . D u r i n g t h e c e n s u s e s o f i n d u s t r i a l p r o d u c t i o n , t h e s m a l l e r 
e s t a b l i s h m e n t s o f l e s s t h a n 10 e m p l o y e e s w e r e n o t t a b u l a t e d . T h e s t a t i s t i c a l c o v e r a g e o f a l l 
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CHART 1 .2 . 
Manufacturing establishments and employment 
in Hong Kong, 1978 - 1989. 
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In all cases, Hong Kong industries have managed to increase the profitability of production by 
restructuring activities, for the continuous increase of industrial establishments cannot be justified 
otherwise. But is the increase of profitability mainly the result of a growing mechanization and automation 
of production processes? Or is it mostly the corollary of a shift in production orientation towards higher-
added value commodities? Alternatively, is the decrease in manufacturing employment in Hong Kong a 
phenomenon of de-industrialization, or is it a consequence of a generalized tendency to establish elsewhere 
land and labour intensive segments of production activities by migrating plants or subcontracting 
production outside Hong Kong? 
The restructuring of industrial activities is a process by which manufacturing profitability is 
enhanced, and which relies upon all the alternatives mentioned above. However, in this particular case, 
subcontracting appears as a dominant feature. In 1978，payments to outworkers were equal to 4 percent 
of total labour compensation for the two establishment categories of 1 to 9 and 10 to 19 employees. In 
1988，that figure had increased to 23 percent and 12 percent respectively [Chow, 1989; SIP, 1978]. But 
this alone does not render for the expansion of industrial surplus-value in Hong Kong. What does is the 
fact that the subcontracting involved out-workers which were not in Hong Kong. This is demonstrated by 
a glance at a Hong Kong trade survey conducted in 1989(,) [HKMDS, 1989]. It was estimated that, in 
1989，56 percent of all exports(2) to China, and 58 percent of all imports(3) from China, were related 
1 T h e s u r v e y w a s c o n d u c t e d m a i n l y b e c a u s e H o n g K o n g m a r i t i m e t r a d e s t a t i s t i c s , a l t h o u g h 
d i f f e r e n t i a t i n g e x p o r t s f r o m r e - e x p o r t s , d o n o t d i s c r i m i n a t e b e t w e e n e n t r e p o t t r a d e a n d t r a d e 
s p e c i f i c a l l y r e l a t e d to o u t w a r d p r o c e s s i n g in t h e r e - e x p o r t c a t e g o r y [HKMDS, 1 9 8 9 ] . T h i s s t e m f r o m 
t h e f a c t t h a t g o o d s o n t r a n s s h i p m e n t (on a t h r o u g h b i l l o f l a d i n g ) a n d g o o d s in t r a n s i t a r e n o t 
r e c o r d e d i n H o n g K o n g ' s t r a d e s t a t i s t i c s [Hsia, 1 9 8 4 ] • 
2 a b r e a k d o w n o f t o t a l e x p o r t s i n d i c a t e s t h a t 77 p e r c e n t o f d o m e s t i c e x p o r t s a n d 46 p e r c e n t o f 
r e - e x p o r t s w e r e r e l a t e d to o u t w a r d p r o c e s s i n g . A d o m e s t i c e x p o r t f r o m H o n g K o n g is d e f i n e d as a 
n a t u r a l p r o d u c e f r o m H o n g K o n g o r t h e r e s u l t o f a m a n u f a c t u r i n g p r o c e s s in H o n g K o n g w h i c h h a s 
p e r m a n e n t l y c h a n g e d t h e s h a p e , n a t u r e o r u s a g e o f t h e b a s i c m a t e r i a l s u s e d in m a n u f a c t u r i n g . A re-
e x p o r t i s a p r o d u c t w h i c h h a d p r e v i o u s l y b e e n i m p o r t e d in H o n g K o n g a n d w h i c h is r e - e x p o r t e d w i t h o u t 
h a v i n g u n d e r g o n e i n H o n g K o n g a n y d e f i n i t e a l t e r a t i o n in i t s s h a p e , n a t u r e o r u s a g e [HKMDS, 1989】. 
3 I m p o r t s i n c l u d e： g o o d s i m p o r t e d f o r d o m e s t i c c o n s u m p t i o n , t h o s e i p o r t e d f o r s u b s e q u e n t re-
e x p o r t , a s w e l l a s H o n g K o n g p r o d u c t s r e - i m p o r t e d [HKMDS, 1 9 8 9 ] . 
“ i,： 
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to industrial out-processing activities. Another survey conducted in 1991 [HKTDC, 1991] indicated that, 
out of the 25 000 manufacturing enterprises based in Hong Kong which employed three million workers 
in Guangdong, 19 000 enterprises (or 76 percent) were specifically involved in industrial outward 
processing, employing 2 million workers (or 66 percent). Consequently, the increase of profitability of 
industrial enterprises based in Hong Kong is related to the geographic accessibility of the vast Hinterland 
of Southern China. What impact has this new trade route had on the development of the scale and sectoral 
composition of manufacturing production in Hong Kong? This question remains to be answered. 
It is believed that the appearance of a new trade route in Southern-China, and the ensuing 
restructuring in Hong Kong, has benefitted the growth of smaller, more flexible industrial production 
enterprises. Chart 1.5. demonstrates a near-continuous increase in the growth of establishments with a 
concomitant decrease of employment. It is suggested that this reflects, on the one hand, the appearance 
of new, trade-specialized production establishments which benefit from a transfer of value as they establish 
most of their labour-intensive production activities and facilities in China. But also, on the other hand, that 
it reflects the decrease of profitability for larger organizations in Hong Kong. 
The issue which arises as a corollary to the industrial restructuring in Hong Kong is the 
repercussion that it has upon the development of Zhujiang Delta. The penetration of Hong Kong-based 
industrial capital in China has pushed forward the modernization drive. It has participated in China's 
economic growth in ways of industrial subcontracting, but also in direct foreign investment, technological 
and information transfers, and, as the exceptional qualities of Hong Kong's harbour permit it, as an 
important loading-unloading link in meridional China transportation system(1) [Rimmer, 1992; Rafferty, 
1 T h e s h a r e o f i m p o r t s f r o m C h i n a w h i c h a r e r e - e x p o r t e d o n c e in H o n g K o n g h a s i n c r e a s e d f r o m 
4 3 . 2 p e r c e n t i n 1 9 8 1 t o 9 8 . 8 p e r c e n t i n 1 9 8 9 [HKET 1 9 8 1 ' 1 9 8 9 ] . T h i s i n d i c a t e s t h e i m p o r t a n c e o f 
H o n g K o n g a s a t r a n s p o r t h u b o f C h i n a . M o r e o v e r , d o m e s t i c e x p o r t s f r o m G u a n g d o n g g o i n g to o r t h r o u g h 
H o n g K o n g h a s b e e n e s t i m a t e d a t o v e r 75 p e r c e n t o f t o t a l e x p o r t s [Kamm, 1 9 8 9 ] . 
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1991; Sklair, 1991; Sung, 1991a, 1991b]. Hong Kong accounts for most of the foreign investment in 
Southern China. What impact has the transfer of capital and production factors had on market-oriented 
industrial growth and the subsequent urbanization in Zhujiang Delta? 
The investigation is rooted in a paradigm of industrial restructuring and regional urbanization. 
These two dominant research issues will be explored in turn. 
RESEARCH OBJECTIVES 
The first objective of this research is to define the concept of industrial restructuring. As a process 
of change which is organizational in nature, industrial restructuring has a powerful explanatory power 
regarding the evolution of the spatial division of labour. Consequently, the second objective is to analyze 
the evolution of the social division of labour in Hong Kong through an industrial restructuring analysis 
of manufacturing activities. The perspectives of growth are identified. Since industrial restructuring is a 
process of growth which occurs in reaction to uneven regional development, the third objective is to 
analyze the spatial repercussion, mainly by the investigation of the industrial-driven process of 
urbanization in Zhujiang Delta. This further indicates the spatial divergence of the social division of 
labour. The fourth and last objective of the dissertation is to define a research agenda, the realization of 
which should help better understanding the spatial processes of industrial capitalism, and guide towards 
establishing priorities in territorial planning and policy-making. 
RESEARCH AXIOMS 
The latest phase of industrial development in Hong Kong is postulated as the result of industrial 
restructuring. Restructuring is explained by the capitalist production model, which indicates that the value 
of industrial output increases as long as resources are procurable and the product is re-invested. If these 
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conditions are contradicted, meaning in the presence of fixed land resources or in the absence of 
technological change, diminishing returns propel industrial sectors into crisis. When the profitable 
circulation of industrial capital (investment, production and realization) is impeded, so is accumulation and 
the potential for its enlarged reproduction. Industrial restructuring is meant to alleviate these circumstances. 
Industrial restructuring expands the production of surplus-value by increasing exploitation, by 
inducing technological change, or by accessing new territorial resources. In the first case, industries rely 
on pressuring the work force into producing more value with no concomitant increase in compensation. 
In the second case, industrial sectors invest in production technology to increase profit-taking out of 
added-values production. In the third case, also in order to maximize profit-taking, industrial sectors 
capitalize upon uneven development by reaching out to frontier areas of the globe, which have yet to be 
exploited, and creating the space for their own reproduction. As space is manufactured, wage labour is 
enrolled, economic growth is generated and part of the value is transferred back to the industrial sectors 
as surplus-value. These fundamental changes in society benefit the more spatially flexible industrial 
sectors, and in return alter the course of territorial development. Industrial restructuring drives the process 
of urbanization. 
Based on these premises, the positive hypothesis advances that industrial restructuring in 
Hong Kong is rooted in the development of space. Profits are extracted from land and labour in the place 
of destination of the manufacturing activities and directed towards the more spatially flexible 
establishments, active in different manufacturing sectors in Hong Kong. The economic activity which is 
generated in turn promotes region-based urbanization in Zhujiang Delta. In other words, the penetration 
and influence of functional capital in Zhujiang is consequent to the profitable re-organization of the 
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industrial division of labour in Hong Kong and to the urbanizing re-integration of China to the world 
economic market. 
The alternative hypothesis advances that the restructuring of industrial activities in Hong Kong 
is capital intensive. The profitability is enhanced by technological change. Consequently, both the 
dominant sectors of production and the larger enterprises strengthen their position by internalizing 
processes, and because of this, the restructuring in Hong Kong has little industrializing consequences on 
the process of development in Zhujiang Delta. 
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RESEARCH METHODOLOGY 
The second chapter concentrates on a review of the theoretical bodies which are applied in 
modelling and interpreting industrial restructuring. By a review of the components of the capitalist 
production model, global industrial restructuring is analyzed, and the divergence of the spatial division 
of labour is explained. This allows for industrial restructuring to be modelled. 
The third chapter concentrates on the analysis of industrial restructuring in Hong Kong for the 
1979-1989 period. The core of the chapter is divided in two sections, where the first section investigates 
the scale and sectoral changes in Hong Kong manufacturing industries, and the second section proceeds 
with the restructuring a n a l y s i s s e . This allows an understanding of the deepening of the social division 
of labour in Hong Kong, and identifies the form and substance of the growth perspectives in the 
manufacturing industry. 
The fourth chapter explores the field of urbanization through the specific case of Zhujiang Delta. 
Updated material concerning region-based development is explained in relation with the penetration of 
functional capital in rural regional economies, and the result in Zhujiang is thoroughly mapped and 
explained by a statistical (stepwise multiple regression) analysis. This produces a clear picture of the 
relationship between the industrial restructuring in Hong Kong and the urbanization in the delta. 
The fifth chapter offers a discussion on the findings of the research, and reconsiders some 
theoritical aspects. It then concludes and details a research agenda, which is followed by a 
comprehensive list of bibliographical references. 
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CHAPTER 2： INDUSTRIAL RESTRUCTURING 
THE CAPITALIST PRODUCTION MODEL 
Industrial production periodically goes through systemic upheavals which dramatically alter its 
structure and location. These epochs of industrial restructuring are most likely to happen after a 
revolutionaiy innovation. Restructuring may react to a revolution in the practice of production (following 
mechanization, electrification, automation or informatization), or it may react to an innovation in the 
production of new services (rail commuting or financial services) and products (the automobile or the 
electronic chip); or again new forms of organization, new energies, new trade routes or markets. As 
industrial production restructures, new industrial spaces are created. 
The interest in the concept of industrial restructuring lies in understanding the mechanisms by 
which industrial activity, and especially the manufacturing sector, remains the principal realm in which 
capital extracts value from labour and raw material. Mainly, the restructuring of manufacturing production 
follows a series of decisions made on behalf of economic profitability, i.e. the realization of surplus-value 
in production and accumulation. It results in space as a modified industrial structure which accounts for 
various employment opportunities, or, more specifically, the technical and the social divisions of labour. 
They are the fundamental structures of a society which dwells upon industrial development. The capitalist 
production model captures the essence of how the socio-productive forces are integrated within the 
dominant mode of production. 
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THE PRODUCTION MODEL 
Since the early eighteenth century, geographers and economists have 
theorized on the respective roles of land, labour and capital resources in the process of accumulation and 
territorial development. One model which has attracted much attention is the capitalist production model, 
based on the labour theory of value. 
In this model, production output increases concomitantly with population increase, as long as 
resources are available and the national product is re-integrated into production activities. However, in a 
situation of fixed land resources and in the absence of technological change, diminishing returns are 
expected to drive wage levels back down to subsistence level [Erickson, 1989, 226]. In this model, the 
three factors of production (land, labour and capital) exchange (roughly) freely as equivalent and compose 
the basis of economic processes in industrialized capitalist societies. The respective roles of these 
production factors are better understood when analyzed within the context of the creation of value by 
labour and its expropriation by capitalist and land owners [Saunders, 1986, 18]. 
MODE OF PRODUCTION 
The concept of "mode of production" needs to be described. The mode of production refers to 
those components, activities and relationships which are necessary to reproduce material life. Three 
pervasive elements are identified by Harvey [1973，199]: 1) the object of labour (as raw material existing 
in nature), 2) the means of labour (the tools and equipment, and the accumulated capital), and 3) labour 
power. These three fundamental elements of the mode of production are brought together in the production 
and reproduction of social life. As such, they compose two interrelated and structured set of relations: 1) 
the social relations of production and 2) the forces of production [Peet, 1978, 148-9]. 
26 
First，the structure of the social relations in production represents the form of human action 
(creation) and collaboration (exchange) necessary for the fulfilment of production. Under capitalism, social 
class and the ownership of the means of production are particularly important since they control much of 
the subsequent distribution of the social product. The social product is defined as the value which results 
from the production forces aggregate. It represent the global appreciation of the production system. The 
social product results from activities in mainly five economic sectors: agriculture, industrial, construction, 
transport, and commerce. These five production sectors create the value of the social product, while two 
of them, the transport and commerce sectors, also add value to the social product. The means by which 
social relations of production are integrated into the technical mode of production indicate the structure 
of the social division of labour. The factors involved in its distribution, such as the political, legal and 
cultural superstructural relations, as well as gender and market relations, indicate, in industrializing 
economies, the social structure of urbanization. 
Second, the structure of the forces of production refers to the technical organization of the energy 
(in all forms) engaged in transforming nature into objects possessing exchange-value, referring to a) 
human labour and b) means of production. Technical relations of production are integrated into the mode 
of production by the development of a technical division of labour. It can therefore be presumed that the 
socio-technical division of labour (STDL) encompasses all relations of the capitalist mode of production. 
The capitalist mode of production is engaged into an economic system based on the production 
and exchange of commodities. Commodity production is defined as the production which is valued 
primarily for exchange and for a consequent profit, as opposed to that production oriented towards 
immediate or personal use in order to subsist. The development of industrial capitalism implies the 
replacement of general competence and subsistence activities by specialized production and consumption 
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of commodities [Hadjimichalis, 1987，6]. Once subsistence is secured, the goal of production is to 
exchange, and its logic becomes the realization of value. It follows that the attribute of the exchange is 
that part of the gross value of production, which is equivalent to the means of production (i.e. capital and 
labour), will be realized as profit (surplus) [Villeneuve, 1978，166]. This stems from the main systemic 
characteristic of the production mode under which the value is produced. This characteristic is that the 
end-value of the product is higher than the sum of the values of the components which constitute the 
product. Hence, what is added is human labour. Human labour, as a production factor, has this special 
attribute that it is able to create value [Pratt, 1989，85]. 
PRODUCTION OF VALUE 
Added-value is that element of the product which is derived from the application of human labour 
power to raw material. Labour power is defined as the capacity of work, which includes both quantity and 
skills. A raw material is that natural resource which has been accessed by man for its intrinsic and 
distinctive qualities and which can be transformed in value for consumption or exchange. Under 
capitalism； labour power and raw material are controlled by a class of producers since these producers, 
on the forehand, own the means of production from which the labour force, known as the proletarian class, 
assume their subsistence. And by the same means, the producers, or better yet, the owners of the means 
of production, extract a surplus from the labour power over the object of production. The surplus-value 
is the difference between the value added by workers in a given period of time and the share of that value 
necessary to maintain work, resources and capital stock. It is equal to net industrial profit, which is itself 
derived from the exchange of commodity values. 
"Use-value" is distinguished from "exchange-value". Use-value is that quality of the product which 
derives from labour power and belongs to the product's immediate use. Exchange-value is defined as that 
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product quality also derived from labour power but prized for the value of its exchange. This asset is also 
produced in order to be used, but the transformation serves the purpose of realization of value during an 
exchange process. Therefore, since a commodity embodies both use-value and exchange-value, and since 
a commodity is produced in order to be exchange (in the capitalist mode of production), the surplus-value 
is consequent to the non-use of the use-value and to the use of the exchange-value. This means that what 
is produced doesn't really matter to the producer, as long as it possesses a profitable exchange-value. In 
other words, for the class of producers, the use of the use-value is independent from both subsistence and 
accumulation requirements. 
Industrial restructuring occurs in order to increase^the creation of surplus-value, absolute surplus-
value is differentiated from relative surplus-value^ Absolute surplus-value is that value created from the 
increased application of labour power to the transformation process without any increases of compensation 
to labour. This refers to an increased exploitation of labour. Exploitation of wage labour then refers to a 
condition in which workers produce surplus-value by creating more added-value in production than they 
receive in wages(1). Exploitation does not mean treating people badly, but rather that the labour majority 
is paid less than the value they add to material during the production process [Peet, 1987a, 14]. 
Consequently, the creation of absolute surplus-value describes a process of production intensification, by 
which an augmented extraction of value during the transformation process is realized without investment 
into new technical procedures of transformation. In the opposite case\j relative surplus-value iefers to the 
value extracted in the transformation process through increased technical efficiency of that transformation 
process. Realization of surplus-value is then dependent on the organization of the production activities, 
as well as on the technology involved. In both cases, productivity is determined by the nature of the 
F o r a t h o r o u g h a n a l y s i s o f e x p l o i t a t i o n , s e e R o e m e r , 1 9 8 2 . 
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technology and equipment, and by how hard and how long and at what cost can the labourer be "induced" 
to work. 
The necessary pre-condition to the realization of surplus-value is the fulfilment of the needs of 
subsistence of human labour. Any production beyond production necessary to subsistence is surplus 
production. Once this necessary production is assured, and surplus-value produced, capital accumulation 
is considered. 
CAPITAL ACCUMULATION 
In its epistemological sense (1709)，capital refers to the original fund of a trader, company or 
corporation. It is possible to distinguish between commodity capital (represented by world trade), money 
or financial capital (international capital movement) and productive capital (industrial corporations 
investment) [Palloix, 1977]. Consequently, capital is value (wealth or property) that may be used to 
produce additional value. This indicates that an important quality of capital is that it may be accumulated. 
Accumulated capital is that part of the surplus of the social product which serves further production of 
capital, of productive forces, or again that is utilized for non-productive construction. Capital accumulation 
is the process by which the producer's stock of values in its various forms, i.e. monetary, financial, or 
productive equipment and commodities, becomes larger with each new round of production and 
circulation. The form under which appears this accumulation may be fix or flexible (variable) in nature, 
engaged in production or reproduction, as well as material or non-material. If this surplus is spent as a 
constant economic investment, there should be an enlarged reproduction of accumulated capital. If not, 
the accumulation process will generate "simple" capital reproduction [de Myras, 1987]. 
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Once value has taken the form of accumulated capital, capital reproduction is made possible. In 
one example, when surplus-value takes the form of fixed capital, as in plants and machinery whose use-
V a l u e s a r e o n [y 肿 如 沾 丫 eroded through each round of production, the producer is able to flirther increase 
the production of surplus-value through the increased production of exchange-values. It is during this 
process in which surplus-value is produced that accumulation is accompanied by enlarged reproduction, 
or "growth". Growth is the process which describes increases in labour force, production capacity, output 
and trade, and which results in increased income for the owner of the means of production [Storper and 
Walker, 1989, 40,41]. 
CAPITAL CIRCULATION 
A simple three-stage process of capital circulation illustrates capital accumulation through the 
realization of exchange-value [Chilcote, 1984，8-9]. The surplus-value is derived from labour power 
applied to natural objects before, during and after the transformation process. It basically involves the 
continuous repetition of three stages: investment, production, and realization. 
The process of accumulation starts as value takes a monetary form. In this first stage, capitalist 
producers act as the buyers who purchase labour power and raw or transformed materials. The proletariat 
thus acts as one of the sellers. Money is here considered as a use-value commodity, with the particularity 
that it has near universal value of exchange with all other commodities. In this case, money, through 
investment, is converted into the means of production. 
In the second stage, value is produced by capital and labour force. In this stage, both capitalist 
and proletarian classes act as producers. The means of production are transformed into commodities whose 
value contain the value of the original resources, to which is added the value created by the labour force, 
I 
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and to which is transferred part of the value of the material infrastructure necessary to its production. This 
phase produces added-value, which is appended to the original value. 
In the third stage, value appears in the form of exchange-value commodity, where the capitalist 
producer now acts as the seller and the proletarian as the buyer. Capital is produced and accumulated as 
commodities are exchanged and the surplus-value is realized. The value may be accumulated in a 
productive form, i.e. as an investment in productive stock. It may also accumulated as a reproductive asset, 
i e. in the form related to assisting the capacity and availability of production resources. The surplus-value 
may finally be accumulated as a non-productive asset through the realization of its use-value. 
Capital circulation involves investment (purchase), production (transfer), and realization (sales). 
Continuous realization of exchange-value is thus dependent upon exchange between those phases. If one 
stage is hindered, or in the event of lack of timing or 
within accumulation. A mismatch between different 
production or stagnation and disinvestment [Bradbury, 
any discontinuity, a likely result is an unbalance 
circuits would lead to over-production, under-
1985，47]. 
This process of circulation through the technical division of capital accumulation accounts for the 
basic constitution and behaviour of society under industrial capitalism. There is little doubt of the 
centrality of capital accumulation in class formation and reproduction [Veltmeyer, 1983，201]. Capital is 
what binds together, and differentiates, owners, producers, labourers and consumers. 
In most cases, an important share of the surplus-value is appropriated by the class of producers. 
Consequently, if capital accumulation at the regional level depends on the aggregate profit rate of the 
conglomeration of firms located there, it also depends on where the owners of the means of production 
32 
realized, accumulate or use the use-values. In the model, the importance of identifying if the accumulation 
process is a regional or exogenous phenomenon is central to the interpretation of how the forces of 
production are integrated with the social relations of production. In this sense, capital accumulation is 
essentially tied up with the organization of space [Saunders, 1986，255]. 
ACCUMULATION CIRCUITS 
The form of the accumulation process is central to the organization of geographical space. But in 
addition, the structure of the accumulation process is central to understanding the development of space. 
Early concentration of social surplus is held accountable for the development of the first non-agrarian 
settlements. In the same line of thought, but beyond primary accumulation, the investigation of the 
structure of accumulation sheds light on the nature of the agglomeration process. This is achieved by 
considering the process of accumulation into three circuits [Harvey, 1981]. 
The primary circuit of capital comprises those activities predominately involved in the production 
of commodities. It constitutes the main mechanism by which owners of the means of production realize 
surplus-value. This circuit is comprised of productive assets that reproduce enlarged capital. Following 
agglomeration or des-agglomeration economies of scale, but also historical circumstances of the capitalist 
mode of production, the primary circuit will tend to follow a spatial configuration which seeks to 
maximize economic profitability. Accumulation in this circuit reflects the growth of industrial production 
system. 
The secondary circuit of capital is considered in two instances. The first element is composed of 
the infrastructure overhead which supports the circulation process, such as office buildings or the transport 
network. In other words, the built environment for production. The second element is coined the 
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"consumption fund". It refers to those item which are not directly consumed but used to increase 
consumption, such as domiciliary construction and various consumer durable. This consumption fund 
resembles the "fixed capital" of the primary circuit in that it produces value, but with the difference that 
it mainly produces use-values instead of exchange-values. An increase of accumulation in this circuit 
reveals the development of consumer power, but also that of financial institutions. 
The tertiary circuit of capital consists of investment in science and technology, as well as that 
devoted to social expenditure, for example health and education. Precisely, it pertains to the reproduction 
of labour power, in the perspective of enhancing its present and future productivity through the 
accumulation of savoir-faire and physical reproduction infrastructure. This capital is essentially public in 
nature. 
These circuits of capital enable investors to "switch"，or restructure, from one arena to another 
following variations in accumulation rates. In one example, when the production of surplus-value in the 
first circuit is impended, a defensive position suggests the necessity to bail out of the circuit. Capital is 
taken from the primary circuit of industrial production and shifted into the secondary circuit in an effort 
to avert the crisis. Depending on the money market and state support, capital will be transferred from 
production to speculation, house building and other investment in the built environment. Money capital 
will diversify and take the form of financial capital. The gentrification process has been explained by this 
process of capital accumulation. It offers an alternative perspective on urbanization and suburbia, where 
the spatial movement is the result of the need to create new needs [Pratt, 1989，88-9]. This is far from 
the usual thesis which assumes changing consumer preferences and demographic trends as the motive 
forces behind sub-urbanization. 
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However, if the switch from productive capital to financial or commodity capital follows the need 
to diversify assets, in some instances, it is also performed to reproduce the primary circuit elsewhere. In 
this case, it involves a movement across space in order to increase profitability. 
This latter sequence is interesting since it illustrates a basic dichotomy of the capitalist mode of 
production: the systemic tendency to over-accumulate in the first circuit results of SL spatialfix. This means 
it is difficult for individual producers to alter the configuration of the industrial apparatus as a whole. 
Over-accumulation consequently leads to disinvestment. 
Over-accumulation defines the case where more capital is produced than possibilities for its 
accumulation [Harvey, 1982，chap.7]. This represents a macro-economic disequilibrium principle in which 
the general level of investment does not equal that of savings. Precisely, over-accumulation in the first 
circuit of capital stems from the large sums of capital involved in the built environment which directly 
supports production and creates a spatial fix [Kan, 1991]. The phenomenon results in a net decrease of 
profitability since it creates over-production as well as surplus capital and labour. Over-accumulation is 
a disequilibrium concept associated with non-profitable accumulation which leads to decrease profitability. 
However, if producers manage to move across space in order to restructure production, they may 
not have to face switching circuits, but instead face population resistance to the relocation or re-
organization of activities, as well as the uncertainty of a new destination. In the case where capital 
investment remains concentrated in the first circuit and that it is shifted into developing or frontier areas, 
then over-accumulation remains unsolved. The re-allocation through space of the same activities does not 
resolve over-accumulation; it simply amplifies the problem by reproducing it on a larger scale [Saunders, 
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1986，264]. The capitalist system, ruled by coercive accumulation and class struggle, switches from capital 
circuit to spatial periphery. 
THE CREATION OF SPACE 
Industrial capitalism is spatially dynamic. The movement is the result of the need to overcome 
over-accumulation by satisfying technological and organizational innovation. New spaces are opened up 
by capitalists in their search for new markets, new sources of raw material, fresh labour power and more 
profitable sites, and many old places are devastated by their lost of relative profitability. The evolution 
is not the development of the original core; it is one of constant shift of the central places of production. 
The process of industrial space creation by geographical shift brings the development of new industrial 
establishments such as factories, plantation and workshops. It also introduces large scale mechanization, 
wage work and labour markets. As such, the production of space becomes an integral part of the 
accumulation regime [Moulaert et Swyngedouw, 1989，330; Klein, 1978，175]. In Harvey's words, 
M[c]apitalism ... is a social system internalizing rules that ensure it will remain a permanent revolutionary 
and disruptive force in its own world history" [1989，107]. The restructuring of industrial activity is the 
manifestation of the "creative destructiveness" which so dramatically characterizes the historical stages of 
capitalism. It is imbedded in development itself. 
Spatial development is described as the social transformation of nature through a mode of 
production. Over time, as human labourers tend to increase in both numbers and density, layers of 
industrial heritage (composed of equipment, infrastructure and knowledge) juxtapose, and value of 
productivity tends to increase. This can lead to territorial development, or the increased standard of 
material life within society [Peet, 1987a, 12; Massey, 1984]. Development is attributed to the availability 
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of capital and to the production of technology, and to their organization⑴.Under industrial capitalism, 
it is understood that uneven processes of development are endemic to development itself [Morgan and 
Sayer，1988，19]. Uneven development drives capitalism forward through space and time. It is argued the 
same applies to the spatial dynamics of industrial production, where people and their industrial capitalism 
create and destroy geographies around them [Duncan, 1989，136]. "Capitalism is a system propelled 
through time by the development of its own contradictions" [Peet, 1978，148]. The interpretation of 
industrial capitalist follows much the same line of contrastive development, the unfolding of industrial 
crisis. 
CRISIS CONSTRUCT 
This description of shifts of capital accumulation between different regions and sectors of 
investment is based upon the concept of crisis within the capitalist mode of production. Crisis corresponds 
to the continuum of periods of economic readjustment performed on behalf of industrial capital 
profitability. These readjustments follow the economic apex of capital investment reaching out towards 
increased accumulation. In order to understand the meaning of restructuring as a way for industries to 
undermine the impact of a crisis, it is necessary to acknowledge that crisis phases are not punctual events 
in compartmentalized linear development, but particular instances in continuous territorial development. 
At the global scale, the capitalist mode of production is characterized by permanent economic disruption. 
This constant state of crisis stems from contradictory nature of relationship between capitalists, but also 
between capitalists and labourers. 
"Unde r- d e v e l o p m e n t " is a t t r i b u t e d to the a b s e n c e of t h e s e f a c t o r s in s o c i e t i e s w h i c h h a v e 
p a r t l y i n d u s t r i a l i z e d b u t t h a t a r e s a i d to be s t i l l traditional [Frank, 1984, 18】 
37 
CAPITALIST SOCIAL CONTRADICTIONS 
Marxist theory indicates an inherent tendency for crisis in the process of capital accumulation. It 
stems from two levels of contradiction, which may be observed distinctively. The first level concerns the 
broad duality of capitalism as a mode of production, a contradiction between over-accumulation and 
under-accumulation. As it has been explained, there is a generic tendency to over-accumulate in the 
production system which brings about macro-economic instability and crisis. But also, there exist a generic 
tendency towards under-accumulation in the working class, namely through a process of "over"-
exploitation. Crisis thus pertains to the duality of interests within the capitalist system, the diverging 
interest between capitalists, but also between capitalists and labourers. This results in a constant struggle, 
initiated by the labour force, to reduce the rate of exploitation by an amelioration of working conditions 
and increased wages. This struggle for the betterment of labourers is however ultimately counter-
productive. The politicization of wage labour in developed economies has lead to higher costs of labour 
input factor, hence decreasing rates of corporate accumulation. Since capitalists purchase labour power 
only to draw surplus-value from it, there is the tendency to minimize the "cost" of this labour in order to 
maximize the extraction of absolute surplus-value. The existence of this antagonistic class relation is thus 
inscribed in the heart of the mode of production itself. These two dichotomies of over-accumulation and 
under-accumulation hinder the reproduction of the production system. 
To these two basic contradictions can be added a set of three dichotomies which further explain 
capitalist crisis [Morgan and Sayer, 1988, 20]. The first dichotomy concerns uneven development 
stemming from class nature of society under capitalism. It epitomises the concentration of economic power 
associated to the control and ownership of the means of production under industrial capitalism. The 
unevenness stems from the fact that concentration implies that only a minority can controls production 
and increase its accumulation. This concept points to exploitation. 
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The second dichotomy has to do with the need to create capital and the need to use it in such a 
way that it is beneficial to society. The principal market signal that guides capitalist growth, i.e. profit 
rates，is not usually associated to the means of improving the material standard of social development. It 
is more usually associated with the production of the means of its own reproduction, seeking to maximize 
corporate profit rates, not social return. However, one competition aspect of capitalism is progressive 
since competition is an incentive to incorporate resource-saving levers in the economic system, thus 
rendering for some of capital's effectiveness. The dichotomy furthers by the fact that, on the other hand, 
competition and antagonism prevent the needed cooperation to fuller achieve manufacturing and social 
productive potential [Peet, 1987a, 13,28]. 
The third systemic opposition of capitalist development indicates that, notwithstanding the 
guidance of an invisible (or black or hidden) hand, market competition for higher profit rates is anarchic, 
as opposed to where the betterment of society requires some planning. The profile of capitalist activity 
is shaped by profit rates, and by no means is this profile subject to any equity regulation. However, it is 
now clear that the concept of a society composed of "associate producers" managing a whole economy 
through ex ante planning, without the recourse of ex post regulation through markets to evaluate allocation 
efficiency and relative scarcity, is also unproductive to society [Sayer and Walker, 1992, 230-233; Sayer, 
1992，345]. 
When the capitalist mode of production restructures, a distinct emphasis upon spatial divergence 
leaves industrialized regions in socio-economic crisis. It is apparent that these crisis indicate a chronic 
instability of capitalist economies. Competition between capitalists, and between capitalists and labourers, 
results into composite effects which run counter to their own individual and collective interests [Saunders, 
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1986，262]. These social relations of production between producers and labourers are moreover subjected 
to change in the technical relations of production. 
CAPITALIST TECHNICAL CONTRADICTIONS 
Recent research on the workings of the global capitalist production system have been promoted 
by the fact that the advanced economies are now deeply affected by a global spatial restructuring of 
production forces. The underlying causes of this crisis can be classified into four categories [Webber, 
1987，311-3]. The first group concern technological change, both rate and type of transformation. For 
some, decreased rates of accumulation is directly related to technological change. Over-accumulation in 
productive assets is considered a result of the rise of the organic composition of capital. The organic 
composition of capital is defined as the relation between capital investment and the cost of labour in 
production. It mainly measures machine productivity. The rise of organic composition of capital in 
advanced economies would have created a dual phenomenon of over-accumulation in production and 
under-accumulation in the social economy as a whole. 
The second category of factors evolves around the price rise of industrial inputs from developing 
countries. The growth of peripheral economies through national developmental policies (such as import-
substitution or export-led economic growth) has provoked absolute and relative increases in market prices 
for their production resources. This is interpreted as a decrease in exploitation of the industrializing 
countries by the advanced economies. 
Consequently, a third group of factors pertains to increased competition that stems from the sharp 
expansion of commodity production in developing countries. The increased competition in manufacturing 
production has allegedly led to depressed rates of accumulation in the advanced industrial economies. 
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Newly industrialized economies have developed strong industrial bases of manufactured consumer goods 
production. These industrial activities, in terms of surplus-value, yield high returns: they are intensive in 
exploitation. 
The fourth group of factors is related to under-investment. As it has been described, there is in 
the primary circuit of capital a process of fixed capital formation which is stigmatized by a shortage of 
investment opportunities. This stems from the spatial fix, and leads to weakened rates of profit. This is 
responsible for a low rate of replacement of fixed capital. However slight may be these investment 
fluctuations that result from inadequate rates of profit, they have created severe fluctuations in the rate of 
accumulation within the economy of the industrialized nations. 
Crisis constructs are attempts to explain the decrease of profitability of certain production activities 
in industrialized economies. The crisis construct mainly focuses on industrial degradation in the advanced 
economies. Since the corollary of these dichotomies points to an international re-organization of 
production, the attempt to isolate more global concepts of crisis within the capitalist world economy is 
justified. Three combined aspects of contemporary production activities are considered. 
First, international industrial restructuring is associated with the need for productive operations 
to diversify their activities under the pressure of capitalist competition, which mostly results in 1) a slow 
down of economic growth in the place of origin, and 2) economic acceleration in the place of destination. 
Second, changes in the supply of energy and raw material on one hand, and constant diminishing use of 
inputs in production on the other, also results in dramatic shifts of international flows of commodities and 
capital. Third, radical technological innovation will affect economic structures in an unpredictable fashion 
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[Cowling, 1986，36; Lapple, 1985，43]. These three aspects of contemporary production activities are 
explained by industrial restructuring. 
THE RESTRUCTURING OF INDUSTRIAL CAPITALISM 
Industrial restructuring modifies global patterns of production and, consequently, transforms the 
material standard of regional development in both industrial and industrializing economies [Best, 1990; 
Storper, 1990; Peet, 1987a; Behrman, 1984; Masseyand Meegan, 1982]. Different circumstances of value 
production, capital accumulation and wealth distribution, different scales of exploitation as well as 
variations in leisure opportunities are but a few of the outcomes of the rapid diversion in, or restructuring 
of, the international circuits of productive capital. These fundamental material changes of global industrial 
structures stem from two linked processes: the current technological revolution and the re-organization of 
capitalist mode of production [Castells, 1987，45]. As the conditions of socio-economic development of 
many nations and regions are increasingly related one to another through time-space collapse, capitalism 
extend its influence as the dominant process of social organization. Within it, the restructuring of 
manufacturing activities is fundamental, and its restructuring is depicted by a proclivity towards 
"flexibility" of production related processes. And it is most apparent in the organization of labour in 
society. 
MANUFACTURING DEVELOPMENT 
The manufacturing sector is often considered the principal generator of economic growth in 
industrial societies [Newby，1985, 1]. Manufacturing development is one known means to create 
employment, economic growth and improving living standards of communities. It is accepted that the 
manufacturing base of society is fundamental to economic development in capitalist societies [Peet, 1987b, 
288]. 
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One reason for the importance of manufactures in territorial development is that manufacturing 
activities produce their own means of improvement. If manufacturing activities produce the medium they 
need for their own betterment, they also generate economic growth directly, as they transform human 
energy to value, and indirectly, with the support they offer to other economic sectors, tertiary sectors in 
particular [Peet，1987a, 5，10]. The activity of transforming inputs into higher value products through 
manufacturing is the main process by which industrialized or industrializing societies benefit economically 
from community labour potential. Social productive forces transform the natural environment. 
PROLETARIANIZATION 
The development of manufacturing potential is dominantly achieved by the proletarianization 
process of society. This process delineates work from capital within the social productive forces, as a first 
step into the technical and social divisions of industrial labour. Its tends to geographically polarizes this 
work force and dissect the built up areas functionally, leading the deployment of urbanism. Traditional 
modes of territorial exploitation may sometimes be marginal enough not to interfere with capitalist 
expansion. Or the development of small-scale industrial establishments enables labour to retain in its 
possession the means of production. But in the opposite case, proletarianization of rural and built-up 
spaces facilitates the concentration and growth of capital in a specific class in a definite space. This socio-
technical movement is recognized as one of the main catalyst of the urbanization process. 
In some cases, large segments of national population, often with long histories of organized terri-
torial life, have to be subjected to specific capitalist organization in order to participate in the production 
of, and hence reproduce, capital. Historically, a majority of jobs created by a first wave of industrialization 
are low skilled, low paid, low security and labour intensive, and account for much of the total surplus-
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value created in the world economy. These conditions are characteristic of contemporary industrializing 
economies. 
In other cases, the workforce of the developed (advanced) economies, or "first-industrialized 
nations"，possesses a history of union movements as well as a generally higher educational background 
which accounts for higher skills, compensation, security and machine productivity. For example, within 
first-industrialized nations, manufacture workers are the more unionized and the better paid segment of 
the proletarian force [Peet, 1987a, 9]. 
In all cases, industrial restructuring generates a growing divergence of economic activity, creating 
and abolishing jobs. And, in both example, labour is substantially oriented to support the internationally 
footloose hegemony of multinational corporations. The outcome, in advanced economies, is described as 
de-industrialization. 
DE-INDUSTRIALIZATION 
Industrialization through the development of manufacturing activities is thus beneficial to national 
development. However, most advanced economies have generally reached maximum ratio of 
manufacturing labour force around the turn of the last century. They have since been in a phase of de-
industrialization, the rate of which has increased from the 1970s on. The term "de-industrialization" alludes 
to the progressive and accelerating contraction of industry in general, and of manufacturing activities in 
particular. This erosion of the manufacturing base of a society is measurable in many ways: decreasing 
absolute or relative numbers of industrial establishments, employment and output, declining external 
balance of trade of manufactured commodities, or again the development of "tertiarization" of a national 
economy. But since commodities continue to be produced, and in ever increasing quantities and diversity, 
44 
the restructuring of manufacturing processes should be explained by growth conditions. The growth of 
service industries in industrialized economies explains the revitalization of many central urban districts, 
but do not account for commodity production. 
The spatial re-organization of industrial activities and its uneven impact over the development of 
regions is most often explained and justified by the availability of adequate (cheap) labour resource 
[Morgan and Sayer, 1988, 34]. But even though the importance of readily available masses of labour in 
industrial development is at once acknowledged, a deeper understanding of the structure of the system 
must first be attained in order to make some sense in the restructuring and de-structuring of both regions 
and nations. More complex analysis will stress that the economic direction taken by individual nations may 
better be explained by reference to the role each play in the world capitalist system. Still others will 
explain and deepen that analysis of restructuring, and offer a diagnostic of the fundamental changes in the 
capitalist mode of production itself. It is proposed that crisis and industrial restructuring can be explained 
by the use of the functional capital concept. 
FUNCTIONAL CAPITAL 
Functional capital is defined as the capital created and invested in and through the production of 
differentially endowed territories by non-territorial organizations. Functional capital is to production what 
functional sovereignty is to national administration. Accepting that a sovereign state is traditionally 
composed of a government, subjects and a territory, functional sovereignty will refer to that jurisdiction 
which is said to be of "stateless" domain, where there is a form of governing and governed bodies, but 
no associated territory [Riphagen, 1976，122]. Similarly, functional capital refers to that capital which is 
not associated to a particular national territory (footloose capital), but rather to entities which transcend 
it. The leading economic formation in this sector is the multinational corporation. And as such, the 
45 
multinational corporation is the single most important formation involved in contemporary restructuring 
of industrial capitalism [Dicken, 1986, 91]. The main characteristics which stands out from the 
multinational corporation pertains to the notion of "flexibility". 
FROM RIGIDITY TO FLEXIBILITY 
The latest and current phase of the capitalist mode of production is characterized by the spatial 
flexibility of functional capital. It appears in contrast to the qualities of the precedent practices of capitalist 
accumulation, namely the "rigid", large-scale, mass-production regime known as "Fordism". The Fordist 
mass-production model describes highly capitalized units of production consisting of either continuous 
flow or assembly line processes. The "routinization" of production, the standardization of outputs, the 
highly dedicated capital equipment and the deskilling of large proportions of the labour processes render 
for heightened internal economies of scale which justify these extensive production structures. In other 
words, mass production thrives on the larger markets, because they allow to deepest division of labour, 
and consequently reap the higher profits of exploitation. The spatial fix of these production lines stems 
from the massive investment they require, but also from the establishment of what was to be called the 
"structured coherence of production and consumption over given spaces" [Duncan, 1989, 136]. It is 
however argued by some authors that the Fordist mass-production model is no longer operative over wide 
segments of the capitalist world [Storper, 1990, 424]. Instead, a new, meta-organizational structure of 
commodity production, known as flexible specialization, would now be dominant. 
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FLEXIBLE SPECIALIZATION 
Flexible specialization was first described by Piore and Sabel [1982]. It describes the growth of 
"industrial districts" characterized by high industrial interaction levels and high product differentiation. 
This is the result of the development of flexible production characterized, inter alia, by just-in-time {x) 
(as opposed to just-in-case) production management, and by a more intensive use of "knowledge" 
processes involving skilled labour and non-dedicated, programmable (flexible) machinery processes. Yet 
two types of flexibility are recognized: first, dynamic flexibility alludes to that capacity of rapid shifts 
from one product or process configuration to another. Second, static flexibility hints to the capacity to 
adjust up and down quantities of output production without detrimental effects on efficiency [Storper, 
1990; Scott, 1988]. The level of flexibility accounts for a phenomenon of "economies of scope(2)", which 
contrasts with the typically Fordist economies of scale. The growth of flexibility in production is mainly 
observed in four major groups of industries: 1) selected high-technology manufacturing and associated 
services; 2) craft-based, labour intensive batch production; 3) producer and financial services; and 4) 
restructured consumer durables and heavy capital goods production. The establishment specializing in 
flexible production tends to be small. 
As a regime of accumulation, flexible specialization in industrial production may be defined as 
the specific mode of allocation of the net balance between consumption and investment characterized by 
the capacity of rapid change of output specification and process configuration. It nests on flexibility in 
regards of production, consumption, labour processes and markets, where wholly new sectors of 
production of both commodities and services are created. The resulting intensified rates of commercial, 
technological and organizational innovation constantly modify the patterns of production of value [Harvey, 
1 T h e J a p a n e s e c o n c e p t o f kan ban 
2 S y n o n y m o u s t o " e c o n o m i e s o f f i e l d " • , 
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1989，147; Storper and Walker, 1989，152]. These contemporary production circumstances corresponds 
to a new phase in capitalist societies evolving around a "late, disorganized, de-centred, flexible capitalist 
economy" with cultural correlate a new, post-modern or even post-industrial culture [Thrift, 1989，262; 
Martin and Rowthorn, 1986, xvi]. This regime of flexible production is now an apparent hegemonic force 
in regional development in industrialized societies, and, in some instances, appears as industrial districts. 
INDUSTRIAL DISTRICT 
Flexible specialization stems out of a system of production characterized by the resurgence of the 
industrial district. The development of workshops, factories, firms and industries are influenced by their 
inclusion in a specific territorial formation, a territorial production complex, which promotes a flexible 
integration of industrial systems. These production clusters grow out of geographical industrialization, a 
process of growth and resource creation. This model advances that industrial location patterns are to a 
large extent independent of regional supply factors conditions [Storper and Walker, 1989, 144-149]. 
Regional capital accumulation can be accounted for by the specific history of regional industrialization. 
The elaboration of the geographical industrialization thesis advances issues relevant to how places create 
locational advantage endogenously in a process of accumulation and development [Storper, 1991，chap.8]. 
The growth of these territorial clusters tends to undermine disequilibrium conditions of functional capitalist 
competition. 
New forms of industrial communities, skilled workers and adaptable production technologies are 
also the grounds of the work of Piore and Sabel [1982]. But these authors place the emphasis on the 
emergence of flexible specialization as a direct consequence of market instability: they have argued that, 
as mass markets become saturated, consumers' demands specialize into differentiated goods for which 
mass production cannot respond [Amin and Robins, 1990，10; Schoenberger, 1988，115]. Capitalist 
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societies, and the effective demand, seem to thrive on commodity diversification. The supply side is 
empowered by technological development. 
INFORMATION TECHNOLOGY 
The split between "pre-flexible" and "flexible" phases of capitalism has been enable by 
technological revolution. The latest common growth factor which distinguishes the new practice of 
production is information technology. It has created a need for increased integration and compatibility of 
systems and networks. This has entailed the development of an information sector composed of knowledge 
workers busy in the tertiary and quaternary sectors of advanced economies, but also that of all workers 
who use the information as a productive input within the secondary sector [Friedman, 1987，2; 
Lakshmanan, 1989, 247]. It has been argued that this heightened structure of knowledge has increased in 
complexity to a point where knowledge has become the principal production force. This is apparent in the 
socio-spatial division of labour: the composition of the work force of the most developed countries is 
relevant to information production and exchange, which in turn symbolizes a bottleneck for developing 
countries [Lyotard, 1984，5]. 
The high-knowledge technology factor refers to something else than a new technique of 
production. It represents a whole new form of production based on information [Castells, 1987, 46]. 
Concomitantly, the new informational technologies based on knowledge are central to the emergence of 
spaces of flows substituting spaces of places [58]. The affiliation with the growing importance of footloose 
functional capital appears distinctively. "Spaces of flows" should not be explained as contradicting the 
appearance of flexible industrial production districts [as in Am in and Robin, 1990，8], for obviously the 
production of knowledge and that of commodities have different and complementary requirements. They 
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are parallelled in both technical and social division of labour. Technological development holds a powerful 
explanation for the increased spatial division of labour brought about by industrial restructuring. 
INTERNATIONALIST IDEOLOGY 
Together with the re-organization of the capitalist mode of production and the current 
technological revolution, a third postulate of capitalist flexible accumulation regime has yet to be 
mentioned. It is the large-scale diffusion and re-enforcement of a canonic belief in international trade 
theories. Individual states open up their borders to functional capital and offer packages to attract 
industries, opening up their respective economies to international exchange in a bid to increase rates of 
economic growth. Industries migrate because of the attractiveness of the destination. For countries to 
participate in this trade of privileges towards functional capital, and under the assumption of territorial 
sovereignty, the benefits of international trade must outweigh the drawbacks, if any, of decreased national 
control over production and exchange. Theoretically, the surveillance by international regulatory bodies 
seeks to maximize multilateral benefits of international trade. In the case of developing countries, under 
modernization arguments, progressive national development is attained mainly through increased 
production and trade. However, arguments presented by neo-Marxist theory of peripheral capitalism tend 
to demonstrate that uneven development may not be alleviated by flexible capitalist development 
[Drakakis-Smith, 1990, 69; Slater, 1989, 279]. What flexibility does provoke is a spatial divergence of 
production activities coupled with a convergence in the sphere of consumption habits [Armstrong and 
McGee, 1985, 48]. So perhaps the most striking representation of the contemporary flexible production 
regime is not as much to alleviate as to modify the patterns of uneven development. From the 
development of quaternary employment in industrialized economies to that of classical or modern 
industrial complexes in developing traditional areas, the era of flexible specialization is rapidly changing 
the topology of global wealth production and distribution. 
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In studying the restructuring of capitalist industries, one feature which appears as striking is the 
unevenness and inequalities within "development". Capital is continuously invested in creating the 
environment of production and reproduction infrastructures necessary to surplus-value production. But 
investment is such that capital can be quickly withdrawn from one area to another, in order to take 
advantage of some particular spatial circumstance which offer better return on investment. A method to 
analyze these shifts is the investigation of the spatial division of labour [Duncan, 1989，136]. And it is 
especially worthwhile exploring if we are to believe that "the division of labour is one of the most 
neglected categories in contemporary economy and social theory" [Sayer and Walker, 1992, 1]. 
DIVISION OF LABOUR 
Simply stated, the division of labour refers to the organization of the workforce in society. In a 
first case, it suggests a social division. It describes the different occupations of different classes or groups 
of people and their mutual interaction in society. The social division of labour describes the structure of 
relations in social production, the forms of human collaboration and exchanges necessary for the fulfilment 
of social product and reproduction. 
In a second case, the division of labour alludes to a technical division, where it describes different 
employment structures associated with different processes of production and exchange; for example, it 
suggests how many people are busy with how many screws and nuts, and the extent of their relation with 
other workers and employees. It refers to the technical organization of energy engaged in transforming 
nature into objects possessing exchange-value, meaning a) human labour, b) means of production and c) 
organizational structure. Mainly two types of technical divisions are identified: first, the vertical technical 
division of labour alludes to the segmentation of processes within a single management or ownership 
structure. Second, the horizontal technical division of labour refers to the segmentation of processes 
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between firms. In both cases, the capitalist management exercises despotic control over the labour 
processes. 
As the socio-technical division of labour develop in a society, the organization of capitalist mode 
of production gradually deviates from satisfying community needs towards satisfying market demands [De 
Koninck, 1978]. The division of labour is increasingly subjected to the "anarchy of ex post market 
regulation" [Marx, in Sayer, 1992, 347]. This stems from the contradictions of capitalism, particularly 
those related to capital accumulation. Processes of capital accumulation are what fundamentally determine 
the technical organization of labour activities in capitalist societies, because of the savings in the cost of 
labour power that capital can thereby obtain [Urry, 1989, 307]. Intensively technical labour processes 
become progressively fragmented and deskilled. The mental and conceptual work disengages from the 
manual, execution work, and is functionally separated by management structures. This is explained by the 
different economic advantages of the different levels of organic composition of capital. They are rooted 
in three distinct theorems [Hill, 1987，21]: 1) the productivity theorem, which advances that the 
specialization of workers to a single operation increases net productivity, 2) the labour control theorem, 
which proposes that management increases its control over labour if labour processes are fragmented, and 
3) the wage cost theorem, which asserts that the replacement of skilled labour by simple labour reduces 
marginal production costs. The analysis of the restructuring of total labour processes in society, i.e. the 
analysis of the development of the social and technical division of work，is insightful since it encompasses 
all capitalist social relations. The resulting occupational patterns and zones in space translates into the 
spatial division of labour. 
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SPATIAL DIVISION OF LABOUR 
The spatial division of labour is complementary to the classical, broadly sectoral, socio-technical 
division of labour. Consequently, it expresses the relation between a) the growing adaptation of society 
to capitalist production and b) the increasing privatization in the appropriation of the surplus value [Klein, 
1978, 180]. The spatial division of labour is different from the horizontal technical division of labour in 
that it also translates functional and spatial interdependence between regions and countries [Erickson, 
1989，226]. It is thus intrinsically social in nature. 
Following Adam Smith's description of the emergence and development of a technical division 
of labour, the notion of a spatial division of labour would first have been introduced by Marx with the 
concept of "territorial division of production". Also, Lenin, in his study of the development of capitalism 
in Russia, noted the emergence of a "territorial division of labour" which he defined as "the specialization 
of certain districts in the production of one product, of one sort of product, and even of a certain part of 
a product" [quoted in Smith, 1989，152-153]. Russia's spatial division of labour was not associated with 
small-scale manufacturing activities, but rather with the appearance of the factory, or production firm. The 
concomitant expansion in manufacturing activities led to movements of establishments and employment 
which created compact production areas and introduced spatial specialization. The spatial division of 
labour is thus associated with the appearance of commodity goods, the development of assembly lines and 
regroupment or dispersion of production processes. 
THEORY OF THE FIRM 
The functional regroupment or dispersion of industrial activities, which translates the spatial 
division of labour, is understood through a theory of the firm [Massey, 1984; Scott, 1983]. The theory 
is rooted in the belief that industrial firms develop by geographically adapting their operations in order 
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to benefit from uneven development, and cumulatively account for the development and economic 
predilections of production sectors. The structural organization within firms follow spatial networks along 
which the profitability of input-output flows of production is improved. Three alternative concepts are 
isolated. They are 1) part-process, 2) cloning, and 3) single location. 
The first concept, "part-process", refers to the spatial and technical divisions of labour within the 
same firm. This spatial divergence of the technical division of labour within one ownership structure 
corresponds to vertical disintegration. Since various segments of production localize in different places, 
both the hierarchy of control and the division of labour are spatially organized. This vertical disintegration 
occurs when economies of scale are associated with one specific segment of production. It also takes place 
when a segment of production requires large quantities of fixed assets or particular labour skills. In the 
two cases, part-process establishments are meant to increase the production of surplus-values by utilizing 
spatially uneven development. The tendency to vertically disintegrate will extend throughout a whole 
production sector as the pressures to restructure occur. The horizontal desintegration of an industrial sector 
reflects the structure of corporate and business strategies. 
The second concept, "cloning", describes how the headquarters of a firm are located in one plant, 
but that within each "clone"，the whole of the production process remains undivided. There is no vertical 
division of technical labour, only a horizontal divergence of production activities. What is spatially 
organized is the hierarchy of control, where the technical division of labour remains spatially 
undifferentiated. This enables the firm to adapt product configuration to specific requirements of local 
consumer markets, while retaining the advantages of an integrated management structure. 
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The third concept, the "single location", describes cases where production and control are both 
dispersed. Establishments carry out all their functions in a single location. There is consequently no spatial 
hierarchy of control, as the firm's management is vertically integrated within each single location. Single 
location firms tend to develop when management efficiency is enhanced by vertical integration. The 
vertical integration within each establishment will occur in the perspective of economies of scope, when 
the economies of production are associated to the process as a whole, or when there are spatial 
uncertainties, such as potential transport bottlenecks, communication barriers or production mismatches. 
The corollary at the sectoral level is a horizontal integration of the production sector, with the 
development of larger enterprises. 
The inquiry of integration - disintegration of production and management indicates the extent of 
the vertical and horizontal divisions of labour, and renders for the spatial linkages within a single 
management organization and extends to the whole production sector. It explains how firms have reduced 
uncertainty risks, optimized management control and capitalized on economies of scope by adapting 
internal production to space [Thompson, 1989，64]. However, in the perspective of a myriad of individual 
firms, spatial linkages between them, or inter-firm linkages, are best described by concepts of 
subcontracting. 
The industrial linkages between different production firms, i.e. the relations of the horizontal 
technical division of labour, mainly follow two categories of subcontracting affiliations. The first category, 
static subcontracting, alludes to the out-processing of seasonal or irregular demands to outside 
establishments. They answer to needs of adjusting up and down quantities of output production. The 
second category, dynamic subcontracting, involves the development of complementary production 
processes. It enables the firms to externalize the capacity of rapid shifts from one product configuration 
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to another. This usually concerns the export of partially manufactured goods which return to the original 
establishment for further processing or distribution. 
The subcontracting of segments of production enables the firm to externalize processes which 
would otherwise be subjected to constraints of the internal labour market. It consequently allows the 
establishment to hold down employment compensation, since the particular segment of production which 
is subcontracted is subjected to direct market discipline. Hence, subcontracting becomes a means of 
substituting labour requirements from high-wage to low-wage segments of the labour market. Inter-firm 
transactions however increase the uncertainty of marginal production value by adding both a spatial and 
organizational cost to production. 
The analysis of changing industrial Vocational patterns through the categories of part-process, 
cloning and single location is useful since it illustrates the divergence of the spatial division of labour. The 
patterns not only reflect different potential for capital accumulation through space, but also enable the 
understanding of how working classes undergo geographical reorganization [Saunders, 1986，271]. On the 
one hand, what can be demonstrated by such an analysis is how different spatial structures in different 
industries produce social inequalities within and between various regions [Urry, 1989，308]. The 
subcontracting establishments will tend to develop white-collar employment, in opposition to the 
subcontracted establishments, which will tend to develop the blue-collar worker segment of the labour 
market [Scott, 1983, 21]. This has direct implications for potential patterns of capital accumulation, since 
compensation levels will tend to be higher in subcontracting units. It also has direct implication for the 
development of the built-up space, since subcontracted establishments will tend to be land and labour 
intensive. 
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This, however, does not go as far as to demonstrate, as Castells seems to believe, that the 
disjunction between different operations across space generates the acceleration of the process of uneven 
development and that it creates the disequilibrium of spatial structures [Castells, 1987，49]. The exactitude 
of dependency and unequal exchange arguments [Frank, 1967，1983; Amin, 1974J in contemporary 
context has been criticized [Storper and Walker, 1989，19]. It is now accepted that the central places for 
production and accumulation evolve. Social relations in production, which compose specific local histories 
and shape contemporary changes in accumulation, and "layers of activities", which result from successive 
rounds of investment, reflect the historical structure of the region [Massey 1984]. The analysis of the 
spatial division of labour in this case indicates the existence and significance of regional differences or 
specific pre-conditions which are capitalized by industries. 
In other words, a given spatial division of labour reflects the interaction between the deciding 
bodies of commodity production (the capitalists who command a technical division of labour), and those 
who form the existing social division of labour. Two processes are involved in the consequent deepening 
of the spatial division of labour. First, regionalization, as a process designed "from above", by the state 
or capital, strives at adjusting the spatial division of labour to the needs of changing locational patterns 
of profitable accumulation. Second, regionalism, a process "from below", emerges in reaction to the 
former process, fomented by local or regional groups whose interests are sometimes confronted by the 
capitalist regime of accumulation [Murphy, 1991, 22; Hadjimichalis, 1987，2; Slater, 1985, 77]. 
Industrial restructuring, and the resulting horizontal and technical divisions of labour, are 
intimately associated with the regional sphere of social activity. Development, concentration or dispersal 
of industries happen mainly in reaction to regional opportunities for profitable accumulation. The 
opportunities are weighed comparatively to conditions of an international producer and consumer market, 
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and industries will re-allocate part or the totality of their productive stocks accordingly. What appears, 
then, is an international division of labour. 
INTERNATIONAL DIVISION OF LABOUR 
Back in the early 1960s, the advanced economies began to confront a structural disintegration of 
their industrial production systems. The classical dichotomy between the industrial First World producing 
manufactured goods and the under-developed Third World producing raw material was eroding. The 
movement accentuated itself during the next decades, and the concept of a ”New International Division 
of Labour” was eventually coined by Frobel et al [1980] to explain the phenomenon. 
ie New International Division of Labour explains that, based on the two corporate restructuring 
strategies of rationalization and relocation as means of increasing profits, industrialization will follow a 
path of world-wide industrial diffusion through enterprise restructuring. The model stresses the increased 
subdivision of manufacturing processes into a number of partial operations at different industrial sites 
throughout the world. Pushing it further, in the case of a vertically integrated, planned-system 
multinational corporation, the model leads to the "global factory" thesis 
However, three historical and separate "international divisions of labour" may be distinguished 
[Walton, 1985, 3-5]. The first is recognized in the extensive colonialization of areas producing raw 
material by zones specialized in transformation processes and capital accumulation. Because of its 
character, this international division was both geographical and functional. 
The second international division of labour occurred around the 1930s and involved the 
industrialization of the under-developed periphery. Local national gentry (bourgeoisie) and foreign 
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enterprises often joined together to capture and deepen the extraction of value from local producer and 
consumer markets. This international division of labour was consequently less geographic and more 
functional than the first stage, since it was partly promoted by indigenous capitalism. 
\ So when the advanced economies began to confront structural disintegration of their industrial 
production systems back in the early 1960s, geographical barriers and national markets had already been 
partially abolished by fiinctional capitaljThen, what was different was mainly related to the appearance 
of new processes of production and accumulation, i.e. flexible production and accumulation, which 
enabled production to be exported from the de-industrializing ^gvanced^ econoiftjes to the hospitable 
confines of cheap (poor) un-politicized labour of the ^kid^iS^li^g^gnoHiies，The characteristics of 
geographical transfer of value, production and capital came to the forefront. 
Schoenberger [1989] explains this by demonstrating the shortcomings of the New International 
Division of Labour model in its popular interpretation. It is described in an overly narrow view of the 
relationship between technological and organizational change, and between cost competitiveness and 
corporate locational strategies A To understand the New International Division of Labour, one must 
emphasize the nature of both production and competition, strategies for cost minimization and revenue 
maximization [Schoenberger, 1989，106，107]. Locational patterns of international industrial activity are 
not only guided by potential increases of surplus-value production through exploitation, but also through 
the realization of exchange-values0). It could thus be argued that the spatial division of labour, as a 
predictor of industrial locational patterns, is weak. 
1 S c h o e n b e r g e r d e m o n s t r a t e s t h a t , i n t h e l a t e 1 9 9 0 ' s , t h r e e - q u a r t e r s o f U n i t e d - S t a t e s f o r e i g n 
i n v e s t m e n t i n p r o d u c t i v e a s s e t s w e r e s t i l l i n v e s t e d i n a d v a n c e d e c o n o m i e s . T h i s m e a n s t h a t w h a t 
s t e e r e d t h e d e v e l o p m e n t o f U n i t e d - S t a t e s t r a n s n a t i o n a l c o r p o r a t i o n s w a s n o t m a i n l y t h e s e a r c h f o r 
c h e a p l a b o u r b u t r a t h e r a c c e s s t o f o r e i g n m a r k e t s , t o d i f f e r e n t i a l l y skilled l a b o u r , a n d the s p a t i a l 
p r o x i m i t y f o r b a c k w a r d l i n k a g e s to i n d u s t r y i n r e s p o n s e o f f o r w a r d l i n k a g e s to m a r k e t s [ S c h o e n b e r g e r , 
1 9 8 9 , 1 1 0 - 1 1 4 ] . , 
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According to Friedmann, what promoted the rise of this New Spatial Division of Labour is the 
development of backward articulations into national peripheries and forward articulation into the global 
system of production and markets within an international hierarchy of cities [Friedmann, 1987，1]. This 
indicates the importance of the processes of production and exchange associated to those bodies which 
promote restructuring. The concept of the international division of labour pushes the spatial division of 
production from the regional and national arenas to the world market. And as such, it expresses the growth 
in importance of multinational corporations in shaping the geographic space of capitalist industrialization 
[Dicken, 1987, 428]. The analysis of the international division of labour through the activities of 
multinational corporations helps to understand how regions adjust to the internationalization of their 
economies. 
MULTINATIONAL CORPORATIONS 
The assertion that "the multinational corporation is the single most important force in the 
accelerated development of a global economic system" [Dickens, 1986，91] is made in reference to the 
contemporary decline of space friction in international production and trade. "The shrinkage in space has 
reduced the national and regional differences in method of manufacture as well as in the patterns of 
consumer wants" [Vernon, 1975, 10]. Since re-organization of productive activities is accelerated 
concomitantly with the contemporary time-space collapse, it is consequently accepted that this increased 
"reduction" of spatial friction is the main proponent of the divergence of production and convergence of 
consumption activities. The concept of spatial friction is a basic tenet of modern spatial analysis [Huriot 
et Perreur, 1990]. However, to reduce our explanation down to this structural constraint is not at all 
sufficient to explain the global reshuffling of the capitalist mode of production activities. It is not 
sufficient to treat structural constraint as a framework to analyses practices [Leitner, 1989，558]. It is more 
rewarding to consider the fundamentals of restructuring: how the circumstantial unevenness of economic 
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profitability and the differential distribution of accumulated productive and non-productive capital are 
capitalized by industries. In the forefront stands the multinational corporation. 
The multinational corporation is here simply defined as those firms which have ventured in foreign 
investment. The increased migration and diversification of productive capital from developed to developing 
regions, from high-wage to low-wage areas of the globe and particularly in the direction of Asia Pacific 
Basin, is an important feature of direct investment development in the global economic system [Frank, 
1984，215-219; Salih and Young, 1987, 189]. This process of industrial restructuring is shifting part of 
the "traditional" nucleus of industrial activity towards areas with no or little history of capitalist 
industrialization. The rationality behind these developments can be presented under 1) the needs to defend 
an acquired monopoly, i.e. a defensive strategy, or 2) the need to expand market accessability, i.e an 
offensive strategy. 
DEFENSIVE STRATEGY 
The defensive strategy is the most often cited explanation for industrial restructuring. In this case, 
multinational capital increases in volume, in response to needs of defending acquired producer and 
consumer markets [Wells, 1978, 41]. The defensive strategy leads to expansion and divergence of 
production. The maturing of an economy will tend to heighten labour costs and develop industrial 
standards. This standardization of products, and of part or totality of production processes, as well as the 
increased production volume, justifies the deskilling of labour. The aging of the particular industry often 
reduces the relative market value of its product when new and competitive products appear on the market. 
Following product cycle and innovation theories, but also export trade and foreign investment, the 
migration of mature industries is realized as a defensive strategy to keep some monopolistic advantages 
[Martin and Rowthorn, 1986, 8; Hall, 1984, 14; Vernon, 1979, 255]. When cost minimization of factor 
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supply conditions is considered the proponent on the globalization of production, as in this cost-lead 
expansion model, it is generally the mtemationarwagejifferences that is considered the major incentive 
for shifting labour intensive manufacturing processes to less developed areas [Holland, 1976，56; Lin, 
1987，112]. 
OFFENSIVE STRATEGY 
The offensive strategy is the other component that explains the accelerated development of global 
capitalist system under multinational corporation hegemony. It describes the need to expand market 
一 ““―“— 
accessibility. In this case of market-led expansion, the divergence of multinatjond-Jn^estmeflt4n 
productioq is mainly realized as a reaction to bypass heightened tariffs or lowered import quotas. In some 
markets, the only way to gain or retain competitiveness is then to produce locally, notwithstanding labour 
costs [Watts, 1987，26]. In other instances, divergence of production activities results from the needs of 
reducing uncertainty risks [Wells, 1978，41]. Also, and chiefly in highly specialized, low volume 
production, spatial proximity between market and production facilities is necessary. Frequent product 
differentiation which requires just-in-time {kan ban) delivery, regular forward linkages into marketing 
analysis and constant backward linkages into the industrial production justifies higher costs of inputs factor 
[Schoenberger, 1988，111, 114]. What characterizes the multinational corporation is its ability to maximize 
economic benefits by making the best of differential geographical resource endowment and market 
potential. 
THE COST FACTOR OF LABOUR 
The restructuring of international industrial production is not mainly a issue of scale of operations, 
for both large and small enterprises successfully engage in international investment. It is more a issue of 
scope (field), where the global shift of manufacturing activity is associated with the firm's ability to decide 
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where to, or not to, invest [Dickens, 1986，55]. This facet of contemporary production has disintegrated 
the traditional confines of manufacturing activity. Generally, the models which account for these 
developments rely either on driving or obstructing forces, the principal being the cost factor of labour. The 
progression of international labour processes are associated to either the "neo-Smithian" or "neo-Ricardian" 
School [Corbridge, 1989, 59]. 
NEO-SMITHIAN 
The neo-Smithian School considers the international division of labour as the result of the 
changing world market for 1) labour power and 2) production sites. It stems from Adam Smith's 
description of the emergence and development of a technical division of labour: originally, geographical 
enclavement of surplus labour and the active presence of capitalist-merchants led to the generalization of 
the factory system. Maximizing labour outputs in those establishments was attained by desaggregating 
technical steps of production. Following this logic, the contemporary spatial transformation of industrial 
production is mainly accounted by two factors: first, by maximization of wage-labour power, which is 
enabled by 1) internationalization of investment and 2) containerization of cargo. Since they enable 
spatially flexible production, they give access to a worldwide reserve of industrial workers; second, the 
development and maturation of the techniques of production which have facilitated the deskilling and 
desaggregation of manufacturing processes [Dicken, 1986,13]. Neo-Smithian conceptualization of a spatial 
division of labour within and between industries and firms, and the distribution of production activities 




Alternatively, the neo-Ricardian approach explains the spatial shift in international commodity 
production and the subsequent international division of labour as the result of capital "squeeze" resulting 
from concentration and centralization in the advanced economies. In those countries, the maturation of the 
economy and full employment has intensified disinvestment and strengthened labour organization to the 
point where the fall in profit rates justified the out-migration of certain production activities. The 
maturation of production technology and skills as well as that of products favoured the relocation to areas 
endowed with docile labour, low environmental protection specifications, and foreign direct investment 
incentives. This brings us back to the crisis construct. 
Both of these schools place the cost factor of labour as central in explaining the divergence of the 
spatial division of labour. They remain in the tradition which sees in the labour model the fundamental 
economic process which decides of increased value of outputs: labour is a commodity possessing given 
skills, it is exchangeable in labour markets against a wage, and it is utilized by industry as a way to 
optimize its marginal production value. Labour power is the cheapest possible source of energy in 
industrial production. And as such it accounts, on average, for the largest single cost as an industrial 
production input. Labour is the most creative as well as the less reliable industrial input factor. 
However, labour cannot be the sole indicator that carries an abstract discussion of the international 
division of labour. This because of the range of possible complexities and particularities of different 
instances of restructuring: when restructuring, some firms may use different production chains arranged 
in different geographical distribution, but different firms of the same industry and from the same country 
may organize their respective production chains differently. Different firms from the same industrial 
sector, with its headquarters in different countries, may also organize their operations differently. A 
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discussion of international labour processes must rest upon an analysis of the structure of the industrial 
sectors themselves. 
Summing up, industrial restructuring is deeply affecting regional economies by modifying world 
patterns of accumulation. Doing so, it transforms the material standard of social development, sometimes 
reversing the trajectory of regional development. This can be explained by the dichotomies inherent to the 
capitalist system, as well as by its need to continuously innovate. In the latest and current phase of the 
capitalist mode of production, the regime is based upon a corporate structure characterized by flexibility 
in production and accumulation. On one hand, innovations in circulation and information technology have 
enabled the emergence of flexible specialization. On the other hand, the growing acceptance of the 
international trade theories as a sound basis for national development strategies empowered the 
development of flexible specialization. Also, international industrial interaction with local indigenous 
mobilization of resources and skills add layers of accumulation which explain the structure of territorial 
production complexes. The global commodity production economy relies on an internationally flexible 
accumulation process sustained by the continued geographical diversification of production bases of 
manufacturing activities. The next section models this industrial restructuring. 
INDUSTRIAL RESTRUCTURING 
Theoretically, the restructuring concept is a framework elaborated to analyze the range of possible 
strategic moves that industries undertake to enhance their competitiveness when profitable accumulation 
is compromised. (Restructuring models ex-Tain how industrial sectors organize and support the 
redistribution of production and exchange activities through^ internal ^hange, from less productive 
expenditures or inefficient capital to more productive areas [Bradbury, 1985, 39,40]. ) 
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Empirically, restructuring analysis becomes a systematic tool that uses socio-economic description 
and quantitative analysis to demonstrate variations in the scale of operation and sectors of production in 
terms of employment and establishments, productivity and production of value, in order to explain changes 
in the global patterns of commodity production, investment and accumulation. It offers the challenge of 
understanding how industrial activities affects the way regions adjust to renewed interregional differences 
in development opportunities. 
Industrial restructuring is understood as an active moment where both structural organization of 
industries (spatial network) and the input-output flows of production (spatial dynamics) are altered in such 
a way that economic efficiency of discrete productive activities is improved. Industrial restructuring 
defines a territorial transformation process which is led by the commanding bodies of industrial 
production, mainly corporations, which structurally reallocate resources towards functionally more efficient 
areas of activity [Wadley, 1986，18]. The functional efficiency of industrial activity describes the economic 
viability of a manufacturing sector within its corporate structure. The bottom line explaining the birth, 
existence and death of capitalist industrial sectors is the corporations' potential and ability to make profits, 
which themselves rest upon exchange-values and markets. Industry is capital [Morgan and Sayer, 1988， 
14]. And as such, industrial restructuring is a continuous process which enacts in response to capitalist 
business cycles of reorganization, rationalization and investment procedures in order to overcome the 
contradictory nature of production relation and enable further concentration of capital [Bradbury, 1985, 
39]. 
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CONCLUSION： RESTRUCTURING MODELLED 
The framework of industrial restructuring stems from the concept that in a period where capital 
accumulation becomes deficient, not only firms but, cumulatively, whole industrial sectors restructure 
production organization. Labour reorganization, layoffs, automation and migration are the mechanisms 
employed [Storper and Walker, 1989, 91; Massey and Meegan, 1982, 18]. Industrial restructuring 
corresponds to a combination of those four organizational processes, each succeeding process 
encompassing the previous. These four devices are described in turn. 
Work force reorganization, which amounts to the development of a more efficient division of 
labour in production, is labelled production intensification. It need not cut back on total employment, nor 
involve new production techniques or locations. To intensify production activities within an industrial 
sector means to increase labour productivity without any significant change or new investment in capital 
stock. It is mainly obtained by the lengthening of the working day without a concomitant increase of 
wage. As such, it corresponds to the concept of increased absolute surplus-value (p.28), or exploitation. 
Employment management may tend towards more direct participation of labour in many different aspects 
of production systems or, in the opposite manner, towards labour specialization and the deskilling of 
production activities. 
Layoffs arise from the need to reduce labour constraints in production, and entail the 
reorganization of the remaining work force. The process is labelled rationalization. Production 
rationalization within an industrial sector is induced by the need to reduce the cost of labour to cope either 
with an increase or a decline in consumption; in the first case, it necessarily embraces automation or 
migration. In the second case, the depreciation of stocks is more likely. The rationalization of an industrial 
sector is consequently limited to the introduction of more efficient production organization and/or 
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machinery. Other rationalization processes, such as corporate mergers and acquisitions, specialization and 
diversification, are not here considered since most lack a distinctive spatial component. 
The third process of industrial restructuring relies on the increase of automated processes in 
production. It is labelled technical change. Since it follows the need to decrease the cost (and constraints) 
of manual labour, it also includes work re-organization and rationalization. Technical change processes 
consequently alter the structure of regional employment by modifying the needs for occupational skills. 
As the individual corporations, which cumulatively compose the industrial sector, seek to increase their 
relative surplus-value, new machinery and new plants in either existing locations or new sites, increase 
the organic composition of productive capital of the whole sector. The sector becomes more productive, 
but it is also weighed down by the spatial fix and ultimately plagued by disinvestment. 
The fourth mechanism of industrial restructuring is a process defined by the transfer of plants or 
of segments of production from one place to another. The process is labelled transplantation. 
Transplantation towards areas in which marginal manufacturing costs are minimized is a process of growth 
in which industrial sectors, by geographically differentiating their operations, benefit from uneven 
development. It is either achieved by transferring existing productive assets, or by investing into new ones. 
In both cases, transplantation encompasses the three previous mechanisms of intensification, rationalization 
and technical change. The transplant can occur by vertically disintegrating production within firms through 
the breeding of part-process plants or clones (p.53). Alternatively, transplantation can occur by 
subcontracting existing single location plants. In all cases, transplantation enables the sector to externalize 
processes which would otherwise be subjected to constraints of the internal labour market. 
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These four processes define industrial restructuring. They are essential to distinguish job loss from 
output fall, or disinvestment from decrease of profitability. The analysis of these mechanisms brings much 
needed insight upon the structure of capital in space. For example, inter-regional comparative analysis of 
uneven intensification will indicate the differential increases in the rate of labour exploitation, and 
consequently map out the ever-increasing social division of labour. Rationalization will slow down the 
flow of capital within the employment structure of a particular place and result in layoffs in a particular 
assembly line or in the whole of the industry, but only to re-appear elsewhere. On the one hand, this will 
bring technical change in the place of destination, whereas the place of origin will mainly gain from 
accumulation in the corporate structure. On the other hand, the restructuring of fixed capital with in situ 
replacement of existing productive assets with new technologies will reduce exploitation. But in the case 
of older technologies, and following the deskilling of operations, the likely result is the increase of 
exploitation through intensification in uncapitalized，traditional areas. 
The transplantation process is especially interesting, since it appears as a way to disengage from 
the spatial fix and alleviate over-accumulation in the first circuit by transferring productive assets, both 
machinery and plants, across space. Transplantation demonstrates that geographical space is central to the 
reproduction of capital. This seemingly explains how industrial capitalism manages to continuously 
increase the production of surplus-values. Investigation of industrial activities under these assumptions 
sheds light upon the structure of regional development. 
It seems appropriate, in terms of closing comment, to underline that industrial production processes 
are restructuring in reaction to a) a revolution in the practice of production (technical), b) new services 
and products (sectoral), or c) new trade routes and markets (spatial). Flexible specialization in production, 
and economies of scope in exchange, represent a pair of innovations (technical and sectoral) in the practice 
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of the capitalist mode of production which are believed to be propelling the Asia Pacific Basin into the 
Twenty First Century. However, in the specific case of Hong Kong, industrial production processes would 
rather be restructuring in face of the need to overcome fixed land resources. Hence, in reaction to 
decreasing profit rates, to the appearance of，and access to, new trade routes and markets. Consequently, 
it would then represent a case of "spatial" innovation. And the initial restructuring would reflect, from the 
industrial sector's point of view, a defensive strategy. Have Hong Kong-based manufacturing industries 
restructured mainly in reaction to decreasing profit rates, and what is the end result? The next chapter 
verifies the theoretical framework through empirical investigation. 
CHAPTER 3： RESTRUCTURING ANALYSIS 
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INTRODUCTION 
In Hong Kong, recent industrial development is generally characterized by the depletion of land 
and labour intensive industries. This does not result, however, in a phenomenon of de-industrialization, 
but rather in the deepening of the industrial spatial division of labour. This industrial growth can be 
perceived as a restructuring occurrence since it evolves from structural contradictions which have appeared 
in the mode of production. These contradictions arise from the maturation of the industrial economy in 
Hong Kong, but also from territorial reforms in China. They result in an expansion of production activities 
in Zhujiang Delta. 
Those circumstances are examined. First, the scale of Hong Kong industrial enterprises is 
analyzed. It is established that small and medium-size enterprises have maintained or enhanced their 
competitiveness by spatially diverging their production operation. Second, the restructuring tendencies of 
the different manufacturing sectors(1) are established, then analyzed. Key growth sectors of manufacturing 
industries are identified. Then, the restructuring analysis investigates and identifies how the decreasing 
share of compensation in added-value explains for most of the restructuring of Hong Kong industries. 
i T h e c l a s s i f i c a t i o n o f i n d u s t r i a l s e c t o r s w h i c h a r e a n a l y z e d in t h i s s t u d y is l i s t e d in 




The scale of manufacturing industries is explained by an analysis of the size and number of firms, 
labour remuneration, industrial gross output, added-value, surplus-value and accumulation. The profile 
of manufacturing sector is portrayed by an investigation of the variations of these statistics for the 1979-
1989 period. 
Historically, the Hong Kong manufacturing sector is characterized by the presence of numerous 
workshops and factories. But the importance of large firms also reveals an intricate vertical technical 
division of labour. In both case, industrial chores tend towards labour intensiveness [Leung, 1989, 46]. 
In 1971，the scale of enterprise which gathers the largest share of employment is the 100 to 499 employees 
category, which accounts for just under one third of all manufacturing employment (table 3.1.). 
TABLE 3.1. ESTABLISHMENT AND LABOUR FORCE IN HONG KONG MANUFACTURING ESTABLISHMENTS, 
BY EMPLOYMENT SIZE GROUPS, 1971. 
size of establishments Employment 
employment % % 
1-4 8251 31.55 24533 3.65 
5-9 8140 31.13 53176 7.92 
10-19 4520 17.29 59796 8.91 
20-49 2854 10.91 87110 12.98 
50-99 1228 4.70 84383 12.57 
100-499 1007 3.85 201474 30.01 
500-999 91 0.35 60106 8.95 
1000- + 58 0.22 100730 15.01 
Total 26149 671308 
Source: HKMDS, 1971. 
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The smaller establishments�，those which employ between 1 and 9 employees, account for about 
63 percent of all establishments, but only for 12.5 percent of employment. There was at that time in 
Hong Kong just over 26 000 manufacturing enterprises. This reveals an urban landscape of industrious 
sweatshops. 
During the 1979-1989 period，the smaller businesses expand in both numbers and proportion of 
total employment (chart 3.1.). In 1989, approximately 35 000 manufacturing businesses, out of a total of 
50 000 enterprises, employed 1 to 9 employees. Hence, if in 1979 the proportion of small enterprises was 
more or less equal to that of 1971 (63 percent), in 1989 it had increased to over 70 percent of the total 
number of enterprises (see appendix 3.2. for complete data). This category accounts for all share increases 
of the number of establishment. No other scale of establishment is more numerous in 1989 than in 1979. 
The total employment of that category increased even more, jumping from 11.3 percent in 1979 to 
16 percent in 1989 (table 3.2.). A larger share of Hong Kong work force was integrated in a more 
complex horizontal technical division of labour. 
Besides employment in the three smaller categories, all larger enterprises have decreased their 
share of employment and establishment. There is an inverse relationship between the size of operation and 
variation of relative employment. The larger the enterprise, the larger its decrease of total employment 
in Hong Kong. This could amount to a decrease of the vertical technical division of labour. But it could 
also indicate an increase if, as hypothesized, it is concomitant to an expansion of the spatial division of 
labour. 
1 T h e m a n u f a c t u r i n g establishment, a s d e f i n e i n t h e S u r v e y o f I n d u s t r i a l P r o d u c t i o n , i d e a l l y 
r e f e r s t o a n e c o n o m i c u n i t w h i c h e n g a g e s in m a i n l y o n e p r o d u c t i o n s e c t o r , in a s i n g l e p r e m i s e , a n d 
u n d e r a s i n g l e o w n e r s h i p o r c o n t r o l . W h e n s e p a r a t e f i g u r e s a r e n o t a v a i l a b l e , a c o m b i n e d f i g u r e is 
t r e a t e d a s a n e s t a b l i s h m e n t . 
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CHART 3 . 1 . 
Hong Kong manufactur ing establishments, 
by employment size categories, 1979 — 1989. 
Source: Survey of Industrial production, 1979 -1990. 
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TABLE 3.2. VARIATION OF ESTABLISHMENT AND LABOUR FORCE IN HONG KONG MANUFACTURES BY 




























































Source: SIP 1979，1989. 
This in turn translates into a lower spatial fix，since there is relatively less investment in land, 
buildings and machinery. This stems from the fact that most production spaces are more densely occupied, 
that industrial processes are less mechanized, but also since they accommodate more than one function 
or use. For example, labour will reside on the production premises, or vice-versa, maximizing the 
economic return of spatial accumulation. This scale of operation also indicates labour intensive processes. 
The segment of labour which is active in the smallest establishments in Hong Kong has thus 
grown at the highest rate during the 1979-1989 period. However, the scale of manufacturing businesses 
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CHART 3 . 2 . 
Labour force in Hong Kong industry 
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which remains the largest total employer is the lower mid-size enterprise comprising 20 to 49 employees. 
This scale shows constant increase from 1971 to 1989. Even though the total aggregate number of 
establishments has decreased over the 1979-1989 period (table 3.2.), total employment for that group has 
increased, re-enforcing its status as the most important employer in the territory. Chart 3.2. demonstrates 
the profile of employment in Hong Kong manufacturing industries for the 1979-1989 period. The lower 
levels of the profile tend to indicate a horizontal technical division of labour, whereas the higher levels 
tend to indicate a deeper vertical technical division of labour. 
Table 3.3. presents economic statistics which demonstrate differential growth characteristics among 
different scales of Hong Kong industrial businesses. 
TABLE 3.3. 1979-1989 VARIATION RATES FOR SELECTED STATISTICS OF HONG KONG MANUFACTURING 
ESTABLISHMENTS, ANALYZED BY SIZE GROUP. 







































Average 0.995 3.64 3.26 3.82 
Source: SIP 1979, 1989. 
The first statistic, the labour ratio, indicates the growth tendencies of total employment by 
establishment size (as in table 3.2.). The increase of the third variable, compensation�，follows 
accordingly. 
The second variable in table 3.3” the gross output(2) variation rate, indicates that the production 
of use- and exchange-values has increased more rapidly in the group of smaller enterprises. The gross 
output measure is an indicator of spatial capital accumulation, since it includes the value of such elements 
as rents received, value of stocks and sales of goods. The smaller enterprises have been accumulating 
comparatively more over the decade. But gross output is also an indicator of industrial interaction, since 
it includes the value of industrial work and services. In this case, there is a inverse relationship between 
the scale of employment and the industrial interaction. The smaller enterprises have been increasing 
industrial interaction at a faster pace than their larger counterparts. This statistic then corresponds to the 
quantification of the growth of the horizontal technical division of labour. Linkages and accumulation have 
increased more rapidly in smaller establishments. 
This is reflected in the added-value(3) ratio. The rate of increase of the added-value in production 
indicates that economic return to labour and capital has grown faster in smaller establishments ever the 
decade. It remains however to be demonstrated what proportion of increasing added-value is actually 
1 Compensation d e s c r i b e s w a g e s a n d s a l a r i e s p a i d t o o p e r a t i v e s a n d o t h e r e m p l o y e e s , s u m to 
w h i c h i s a d d e d p a y m e n t s i n k i n d a n d s o c i a l s e c u r i t y e x p e n d i t u r e a n d p a y m e n t s t o o u t w o r k e r s [SIP, 
1 9 9 0 , 4 9 ] . 
Gross output is d e f i n e d a s t h e s a l e s o f g o o d s , i n d u s t r i a l w o r k a n d s e r v i c e s , to w h i c h is 
a d d e d r e n t s r e c e i v e d , i n c o m e f r o m o t h e r s o u r c e s a n d t h e v a l u e o f s t o c k s o f w o r k - i n - p r o g r e s s , f i n i s h e d 
p r o d u c t s a n d g o o d s f o r r e s a l e a t t h e e n d o f t h e y e a r , a n d f r o m w h i c h is d e d u c t e d r e n t s p a i d , t h e 
v a l u e o f s t o c k s o f w o r k - i n - p r o g r e s s , f i n i s h e d p r o d u c t s a n d g o o d s f o r r e s a l e at t h e b e g i n n i n g o f t h e 
y e a r [SIP, 1 9 9 0 , 5 1 ] . 
3 Added-value i s o b t a i n e d b y d e d u c t i n g t h e c o n s u m p t i o n o f m a t e r i a l s , s u p p l i e s a n d i n d u s t r i a l 
w o r k , s e r v i c e s , r e n t s a n d r a t e s f o r l a n d a n d b u i l d i n g , m a c h i n e r y a n d e q u i p m e n t r e n t a l s , a n d o t h e r 
o p e r a t i n g e x p e n s e s , f r o m t h e g r o s s o u t p u t [SIP, 1 9 9 0 , 5 0 ] . , 、 
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reproducing production capital, as opposed to being spent in wages. It is worth noting that the variation 
of all four variables presented in table 3.3. are strongly associated together (all multiple correlation 
coefficients stand above 0.95). This indicates that the tendency for smaller establishments, and 
consequently a more important horizontal, as opposed to vertical, technical division of labour, has a 
determinant positive impact on the production of value in Hong Kong. 
The urban landscape of smaller establishments is seemingly becoming more prosperous. It is 
believed that a weaker dependence upon heavy investment in infrastructure, and upon space itself, explains 
the growth and profitability of the small enterprises. These statistics could, however, be the sole reflection 
of the magnitude of the growth of small scale establishments in Hong Kong. Industrial restructuring 
appears somewhat differently if the scale effect of employment is collapsed. 
Decreasing the scale effect by analyzing industrial statistical values on a per capita basis offers 
another perspective of industrial restructuring and the structure of commodity production in Hong Kong. 
In terms of added-value and gross output per capita, as expected, the larger establishments dominate (table 
3.4.). This is expected since the value of production is equal to the sum of fixed and non-fixed investment 
and added-value (capital, labour and profit, see p.27). The larger investment in production infrastructures 
render for a higher organic composition of capital (machine productivity), and concomitantly equals a 
higher production of added-value per employed capita. Moreover, it appears (through compensation per 
capita) that wages are higher in those larger enterprises. This also contributes to higher added-value per 
capita. The higher average personal income in larger enterprises is partially explained by the fact that 
larger organizations have larger management structures, and that this segment of the division of labour 
(the cadres) renders for more wage expenditures. But also, larger enterprises need to offer more in terms 
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of social security expenditures, which appear in the compensation statistics. This interpretation is justified 
by the labour politicization theorem (p.37). 
TABLE 3.4. SELECTED STATISTICS FOR ALL MANUFACTURING ESTABLISHMENTS ANALYZED BY STAFF 
SIZE, 1979 AND 1989 SURVEY OF INDUSTRIAL PRODUCTION, monthly, HK$t. 
Gross output Compensation Added-value 
per capita per capita per capita 
1979 1989 1979 1989 1979 1989 
1-9 5.89 23.77 1.40 4.09 2.00 7.49 
10-19 8.02 33.49 1.81 6.12 2.27 9.43 
20-49 8.37 35.86 1.85 6.35 2.23 9.62 
50-99 9.95 41.78 1.86 6.79 2.44 10.86 
10-199 11.06 46.51 1.89 7.17 2.61 12.16 
200-499 13.13 48.04 1.92 7.25 3.11 13.32 
500-999 13.60 56.86 1,88 7.42 3.73 15.41 
1000-+ 10.06 41.07 1.91 7.16 2.97 11.86 
Source: SIP 1979，1989. 
Table 3.5. offers variation rates of the figures presented in table 3.4. It indicates that the 20-49 
employees group has had the strongest increase of gross output per capita over the period. The variance 
of gross output per capita between the different groups remains however low (0.2), indicating that most 
groups have tended to increase industrial accumulation and interaction in comparable scale on a per capita 
basis. Consequently, no linear scale effect of gross output per capita appears in this perspective; neither 
do the smaller or the larger enterprises dominate. The medium-size enterprises offer stronger growth rates 
in this perspective. 
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Source: SIP 1979，1989. 
Inversely, the scale effect appears in the compensation variation rate. This variable shows a 
distinct association between its 1979-1989 rate of change and the enterprise size. With the exception of 
the larger group (over one thousand employees), the larger the enterprise, the stronger the increase of per 
capita compensation. The larger enterprises already offered higher compensation in 1979，and they display 
the strongest per capita increases for the 1979-1989 decade. Since they do not produce more per capita 
gross output, it is reasonable to assume that the biggest manufacturers have not become more profitable. 
It appears significant that the smallest enterprises, which have dominated the total employment 
growth, had the smallest per capita compensation increase, the smallest per capita added-value increase, 
as well as the second lowest per capita gross output variation rate. This indicates that these smaller 
establishments have not invested in higher technology for production, for the gross output per capita and 
added-value per capita would have both increased more significantly. The production processes have not 
only remained labour intensive, they have intensified. In Hong Kong, the sweatshop factories engage the 
largest share of employment, which receives the lowest remuneration for its labour. 
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The third variable of table 3.5., the rate of change of added-value over the ten year period, 
demonstrates that increases of added-value per capita is higher towards the middle of the employment 
groups，and ultimately highest for the 20-49 group. We now know that this size of enterprise had the 
second highest growth rate of total gross output, and the highest growth rate of per capita gross output; 
the same two characteristics apply for added-value. Since compensation variations for this group remain 
median, production activities may have been intensified. But since the variation of the gross output and 
gross output per capita are higher than both variation rates of compensation per capita and added-value 
per capita, the profitability could be associated with the deepening of the technical division of labour, with 
an intensified structure of industrial linkages. However, the higher per capita variations of added-value 
and gross output could also be accounted for by investment or technical change. This is verified by an 
analysis of the fixed addition to gross assets(1). 
Table 3.6. indicates that in 1979，only two groups of firms were beyond the average of gross 
additions to fixed assets (GAFA) per capita. The first group, the largest plants (over 1 000 employees), 
was definitely in a class of its own. A review of selected statistics for this scale of establishment is 
revealing: it is characterized by the lowest increase of total labour force, and the second lowest increases 
of total gross output and added-value. Also, on a per capita basis, these largest enterprises are 
characterized by low increases of gross output and added-value, and considerably high compensation per 
capita. This group of industries has heavily invested into production assets, but with no apparent 
concomitant return on investment, and the rate of change over the period indicates that investment was 
halted somewhere between 1979 and 1989. This appears through the total GAFA variation statistics. It 
is lowest for the larger enterprises, both in total and per capita variation. 
1 G r o s s a d d i t i o n s t o f i x e d a s s e t s a g g r e g a t e s t h e a c q u i s i t i o n s o f f i x e d a s s e t s [i.e. l a n d a n d 
b u i l d i n g s , p l a n t s a n d m a c h i n e r y , a n d o t h e r f i x e d a s s e t s ) f r o m w h i c h is d e d u c t e d t h e d i s p o s a l s o f 
f i x e d a s s e t s [SIP, 1 9 8 9 : 5 0 ] . , 
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TABLE 3.6. GROSS ADDITION TO FIXED ASSETS (GAFA) PER CAPITA’ AND 1979-1989 VARIATION. 
HK$. 
G A F A per cap. G A F A Variation 
1979 1989 Total per capita 
1-9 3739 10704 3.78 2.86 
10-19 3631 13589 4.07 3.74 
20-49 4753 9750 2.24 2.05 
50-99 3862 8504 2.03 2.20 
100-199 3756 23157 4.92 6.16 
200-499 3897 18785 3.79 4.82 
500-999 4166 19009 3.19 4.56 
1000 - + 7674 19416 1.79 • 2.53 
Average 4350 14210 3.04 3.27 
Source: SIP 1979，1989. 
The second group of industry which shows a higher than average GAFA in 1979 evolves in a 
quite different manner over the 1979-1989 decade. The 20-49 group is the second highest investor in fixed 
assets in 1979，but in 1989 has become the second lowest investor in fixed assets. This scale of enterprise 
had the lowest investment variation rate in productive assets of all groups on a per capita basis, and the 
second lowest total variation. Large scale investment and radical technical change are then ruled out, in 
presence of more profitable benefits from different production inputs or outputs. The argument why this 
scale of enterprise has become the most profitable industrial unit perhaps lies in work intensifying. 
In order to identify which size of establishment in Hong Kong tends to have the higher profit 
rates, and consequently higher potential to accumulate and reproduce capital, surplus-values are calculated. 
Surplus-values are calculated by deducting labour compensation from added-values. They thus represent 
the net gains of production or, in other words, the profit of industrial capital (table 3.7.). Under this 
perspective, the scale of establishment which has increased its productiveness the most during the decade 
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is the category of 20 to 49 employee. The 20-49 employees group is the level which agglomerates the 
highest share of industrial employment, the higher gross output per capita, added-value per capita and 
total surplus-value increase. This category, closely followed by the smaller establishments, demonstrate 
a strong growth of surplus-value production. The larger establishments are significantly less profitable in 
1989 than in 1979. 
TABLE 3.7. SURPLUS-VALUE OF HONG KONG INDUSTRIAL ENTERPRISES FOR SELECTED YEARS, BY SIZE 
OF ENTERPRISE, HK$m. 
Surplus-value Variation 
1979 1989 Rate 
1-9 609.91 4511.00 7.40 
10-19 376.89 2928.00 7.77 
20-49 550.82 5174.00 9.39 
50-99 806.16 5254.00 6.52 
100-199 911.54 5010.00 5.50 
200-499 1606.53 6437.00 4.01 
500-999 1468.28 4450.00 3.03 
1000 - + 892.70 2985.00 3.34 
Source: SIP 1979，1989. 
The conclusion drawn from the above analysis is that small to medium-sized industrial enterprises 
have become the most profitable establishments in Hong Kong during the 1979-1989 period. The smaller 
enterprises (1-9 employees) have dominated growth in terms of establishments and exploitation, and the 
lower mid-size enterprises (20-49 employees) have increased their role as the most profitable scale of 
production. An inquiry into the composition of investment indicates that the smallest enterprises (those 
below 20 employees) are largely locally invested, whereas larger enterprises (over 20 employees) are 
dominantly foreign invested, the leading categories being those of 20 to 49 and 50 to 99 employees per 
establishments [HKGID，1989，2]. 
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A first explanation as to how the 20-49 employee class has managed to increase its profitability 
over the decade is that it has undergone the restructuring process of intensifying production. However, this 
is generally not believed to be the case(1). This is supported by two deductive arguments, which both 
appear at odds with the intensifying thesis. First, the technical division of labour in Hong Kong was 
already strongly labour intensive in 1979. Because of the growth of production expenditures, particularly 
associated with increases in land and raw material costs in Hong Kong between 1979 and 1989，it is 
probable that some enterprises have increased their daily working hours without concomitant wage rises 
in order to remain competitive, thereby intensifying production. But this alone cannot account for the large 
increases in surplus-values of such a large and growing segment of industrial production. Especially so 
since the small and small-medium size enterprises, those which present the highest surplus-value growth 
rates, are traditionally among the most labour intensive organizations in the first place. 
Second, and concomitantly, Hong Kong labour has benefitted from higher increases of 
compensation than the value which they produce, but the establishments still managed to increase their 
profitability. In other words, the variation of compensation per capita is higher than the variation of 
added-value per capita in every size groups (table 3.5., p.80)，but total surplus-value increased more than 
both of them (table 3.7., p.83). Consequently, a different production factor, which has not so far appeared 
clearly in the statistics, influences production costs, and defends the real profit increase that most of 
Hong Kong's industrial labour and capital have gained over the period. The new production factor could 
be the result of an inexpensive but productive technological change. It could also be associated with the 
1 it i s i n f e a s i b l e t o e v a l u a t e t h i s d i r e c t l y t h r o u g h H o n g K o n g s t a t i s t i c s s i n c e t h e o n l y d a t a 
a v a i l a b l e c o n c e r n i n g t h i s a s p e c t o f t h e d i v i s i o n o f l a b o u r , f o u n d i n t h e 1 9 8 1 c e n s u s a n d 1 9 8 6 b i -
c e n s u s d a t a ( H K A D S , 1 9 8 2 , 1 9 9 2 ) m e r e l y i n d i c a t e s t o t a l w e e k l y h o u r s w o r k e d b y m a l e a n d f e m a l e in 
m a n u f a c t u r i n g i n d u s t r y . T h e a n a l y s i s o f t h e s e s t a t i s t i c s i s n o t p r o d u c t i v e s i n c e t h e y d o n o t 
d i s c r i m i n a t e b e t w e e n d i f f e r e n t s c a l e s o r s e c t o r s o f m a n u f a c t u r i n g a c t i v i t y . 
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widespread production of new industrial outputs holding a stronger added-value content. Or it could be 
the result of the increase of the spatial division of labour. 
Therefore, the intensifying thesis is seemingly not a major proponent in explaining the increased 
profitability of the industrial restructuring movement in Hong Kong. The option that radical technical 
change could account for most of the variation was also ruled out (p.82). And even secondary technical 
changes, as newer industrial automation techniques, are also unlikely features to explain most of the 
variation of profitability. First, there has generally been decreases of investment in the groups which 
present concomitant increases of profit. This tends to show that little new production machinery or 
equipment has been acquired during the period. The statistics could however conceal the purchase of 
production equipment before 1979，while revealing the profits in the following decade. But 
industrialization in Hong Kong has not generally developed in such a way as to replace manual and mental 
labour by automated processes, especially in smaller establishments. Hong Kong has remained a 
subcontractor of dominantly low added-value goods, mainly for export. Because of geographical 
circumstances where local resources, apart from cheap labour and a deep harbour, were limited, and 
because of historical context in which a short-term gains mentality predominated, there has been little 
attention given to automation of production [Richards, 1979]. The fashion by which Ilong Kong 
industrialized during the late 1960，s and 1970，s was by capitalizing upon the export of assembled low-end 
products, the production of which was being phased out from production line in advanced economies. This 
meant minimal levels of automation(,). 
1 A s t u d y u n d e r t a k e n b y t h e A s i a n P r o d u c t i v i t y O r g a n i z a t i o n h a s c o n c l u d e d t h a t , in t h e raid-
1 9 8 0 s , H o n g K o n g w a s 50 p e r c e n t l e s s m e c h a n i z e d t h a n S o u t h - K o r e a a n d T a i w a n , a n d 25 p e r c e n t l e s s t h a n 
S i n g a p o r e [HKPC, 1992]. , 
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It appears that the restructuring of Hong Kong industries does not fundamentally rely neither upon 
a revolution in the practice of production nor upon the process of intensification. The restructuring is 
perhaps rooted in the production of new goods and trade routes. These alternatives orient the research 
towards an analysis of the different manufacturing sectors. 
SECTORAL ANALYSIS 
The aim of this section is to identify and analyze growth within the different manufacturing sectors 
in Hong Kong (see appendix 3.1. for a listing of manufacturing sectors). Several sectors tend not to evolve 
in the same way. Growth sectors will be identified from the description and analysis of time variations 
of the statistics of quantity, size and profit of industrial establishments. These will reveal different 
tendencies among the main manufacturing industries. While some industrial sectors are subject to 
increasing capitalization, some remain traditional small capital activities. In both case, most manage to 
defend increasing profit margins. 
We know that after a strong and steady increase of industrial activity characterized by a consistent 
ratio of average employment per establishment during the 1970’s (p. 16)，important fluctuations 
characterized manufacturing employment in Hong Kong during 1979-1989 period. We also know that, in 
general, the second half of the 1980's decade displays a drop in both absolute and relative manufacturing 
employment, but with a concomitant increase of the number of establishments. A close look at the data 
indicates that monthly variations are quite important as well (appendices 3.3. and 3.4.). Statistical analysis 
indicates that these variations are not associated with any significant seasonal proclivity. They are the 
manifestation of the volatility of industrial enterprises: Hong Kong businesses demonstrate a high turnover 
rate. However, in this study, the speed at which new businesses open and close down does not matter as 
much as the fact that, as employment trends demonstrates, groups of manufacturing sectors have been 
f } ！ 
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behaving quite differently one from another. The following section classifies industrials sectors in four 
groups, depending upon expansion or contraction of employment and establishments. 
EXPANSION 
This first segment classifies manufacturing sectors which feature expanding employment and 
establishment characteristics. These industrial sectors are consequently now more influential in Hong 
Kong's division of labour, as they occupy a larger share of the labour market. 
The first item illustrate employment expansion. Chart 3.3. shows correlated employment growth 
in five industrial sectors. Printing and publishing, chemical, machinery, paper, chemical and tobacco 
industries all have increased their employment over the 1978-1989 period. As table 3.8. indicates, the 
growth of these sectors has developed in a similar fashion through time (see appendix 3.5. for complete 
employment correlation matrix). In 1979, these sectors totalled 6.5 percent of manufacturing employment. 
By 1989，they had increased their share of manufacturing employment up to 11.8 percent. The personnel 
of the industrial machinery group has increased by 130 percent between 1979 and 1989. Paper products 
industry and printing/publishing industry, respectively by 66 percent and 42 percent. The tobacco industry 
employment has grown by 48 percent. The chemical products industry increased its employment by 
61 percent. 
The growth of the chemical sector is however different from the growth of other industrial sectors. 
The other expanding employment sectors are all strongly correlated in terms of investment, with a 
particular increase in the gross addition to fixed assets after 1985. In opposition, the chemical sector has 
not received much investment, and the end of the period presents strong disinvestment. 
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CHART 3.10. 
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TABLE 3.8. CORRELATION COEFFICIENTS FOR EMPLOYMENT VARIATION OF EXPANDING INDUSTRIES 
1979-1989. ， 
c J K L s 
C 1.0000 0.8915 0.9023 0.8342 0.9424 
J 1.0000 0.9680 0.8264 0.9494 
K 1.0000 0.8557 0.9476 
L 1.0000 0.8136 
S 1.0000 
C: tobacco industry 
J: paper products industry 
K: printing and publishing industry 
L: chemical products industry 
S: machinery industry 
1 tailed Significance = 0.001 
The industrial sector which presents the most important absolute increase in employment is the 
sector of petroleum and coal products, with an increase of 456 percent of its employment figure. However, 
this industry still only gathered 0.03 percent of total manufacturing employment in 1989. Analyzed by 
annual variations in percentage of employment figures, this industry presents a 28 percent average annual 
growth of employment. Most of it is accounted for in the 1978 - 1982 period. The petroleum and coal 
product sector will not be further analyzed, since it remains marginal to Hong Kong's manufacturing 
economy in terms of employment, establishment and profit. 
The two sectors of textile and electrical machinery production also had strong increases, but the 
singularity of the variations is such that they do not correlate with other expanding employment sectors. 
One other manufacturing sector, the scientific and optical equipment industrial group, has also presented 
a strong positive variation of its annual employment figures. This sector presented the strongest growth 
of all sectors during the 1973-1979 period, in terms of employment, establishment, compensation, gross 




1989 period (appendix 3.10.). These expanding employment sectors account for all increases in the social 
relations of production within the manufacturing technical division of labour in Hong Kong. 
The second expansion perspective which offers insight upon the evolution of the sectoral 
production structure of Hong Kong manufacturing activities is that of the number of establishments. The 
total figure of establishments constituting the Hong Kong manufacturing industry has grown within the 
1979-1989 period. According to HKCSD, there were 40 631 manufacturing establishments in the first 
quarter of 1979. In the third quarter of 1989，that figure was up to 50 568，an increase of roughly 
25 percent. The increase presents a strong and steady growth 1979 to 1981 period, followed by peaks in 
1984 and 1987-1988. The increase is however inconsistent from one industrial sector to another. 
Some industrial groups have expanded their production facilities correspondingly (chart 3.4.). Most 
of them are strongly correlated with each other (table 3.9.). First, the quantity of industrial establishments 
producing machinery has more than tripled, growing by over 366 percent. Second, the number of 
establishments involved in printing/publishing production has increased just about doubled. These two 
sectors (machinery and printing) are the sectors which display the strongest increases. They have become 
important features in the urban landscape of Hong Kong. But establishments in other sectors have also 
grown. The establishments involved in paper production have increased by 48 percent. The scientific and 
optical goods group (including professional measuring and controlling, and photographic equipment) has 
more than doubled its productive facilities, increasing by over 114 percent in the 10 year period, albeit 
the growth is discontinuous. Chemical industiy establishments have increased by 69 percent. Leather 
products business have increased by 64 percent. Finally, in one last case, the tobacco industry had 3 
establishments in Hong Kong in 1979; in 1989，that number had increased to 7 (see appendices 3.9. and 
3.10. for complete data of manufacturing establishments; and appendix 3.6. for complete correlation matrix 
i 
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CHART 3 . 4 . 
Expanding industrial establishments 
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for establishment variation). These sectors (and two other un-correlated textile and "others" sectors) 
account for all major additions in the infrastructure of the horizontal technical division of labour within 
Hong Kong's manufacturing sector. 

































F: leather and leather products 
J: paper and paper products 
K: printing, publishing and allied industries 
L: chemical and chemical products 
S: machinery 
V: professional and scientific equipment 
1 tailed significance = 0.001 
In the opposite manner, some sectors are characterized by decreasing role in the horizontal technical 
division of labour. 
CONTRACTION 
Employment in five manufacturing sectors have decreased in similar manner (chart 3.5.). The five 
manufacturing groups of fabricated metal, furniture and fixture, wood and cork, basic metal and rubber 
products have declined from the 12.7 percent share of total manufacturing employment they gathered in 
1979 down to 8.8 percent in 1989. The employment in the wood and cork products industry has shrunk 
by 56 percent within the period under study. The furniture and fixture industry lost 23 percent of its total 
labour. Fabricated metal and basic metal industries have both reduced their employment size by 31. Lastly, 
9 3 
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N Q R 
0.9677 0.8030 0.9331 
0.7959 0.8389 0.9091 
1.0000 0.7733 0.8784 
1.0000 0.7343 
1.0000 
Wood and cork products industry 
Furniture and fixture industry 
Rubber products industry 
Basic metal industry 
Fabricated metal product 
1 tailed significance = 0.001 
In the same manner, some manufacturing industries are characterized by the consistent contraction 
9 4 
the 1989 share of labour active in the rubber products industrial sector was down 70 percent compared 
to its 1979 work force. This industry offers the highest negative mean variation of all manufacturing 
industries (-10.9 percent mean annual variation). 
As the correlation coefficients of table 3.10. indicate, the time variations of industrial employment 
contraction for those sectors have behaved analogously (see appendix 3.5. for complete correlation table). 
Two other sectors have also decreased total employment: the wearing apparel and plastic sectors have also 
declined, but with distinct particularities. All in all, less people in Hong Kong in 1989 deal with these 
types of activities than at the height of manufacturing employment in 1981. 
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of their operative establishments (Chart 3.6.). First, the furniture industry decreased by 16 percent. The 
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Food industry 
Wood and cork products industry 
Furniture and fixture industry 
Rubber products industry 
Fabricated metal products industry 
Basic metal industry 
H I N R Q 
0.938 0.850 0.916 0.807 0.872 
1.000 0.859 0.972 0.727 0.840 
1.000 0.873 0.846 0.666 
1.000 0.767 0.801 
1.000 0.734 
1.000 
1 tailed significance = 0.001 
food products industry lost over 20 percent of manufacturing establishments. The wood and cork products 
industry reduced by 39 percent. The basic metal industry has lost 22 percent of its number of plants over 
the period. Finally, the number of rubber products industrial enterprises varied negatively by 52 percent 
over the 1979-1989 period. Table 3.11. demonstrates that the establishment contraction of the industrial 
groups mentioned above strongly correlates (see appendix 3.6.) for complete correlation matrix). The 
variation of the quantity of fabricated metal industry establishments, although strongly correlated with the 
others, only lost 2 percent of its productive establishments. 
Up to now, the different sectors of manufacturing industry have been classified following the 
quantitative variations of work force and establishments per sector. Following this, what is of significant 
importance for the investigation of industrial restructuring is the relationship between these two variables. 
The relationship between number of establishments and the total labour force employed in Hong Kong 
is investigated. 
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Generally, there is a tendency for manufacturing establishments to lessen the average employment 
per plant. Chart 3.7. displays the variation of average employment per establishment for all manufacturing 
industries in Hong Kong (see appendix 3.8. for average employment per plant for every manufacturing 
sectors). Three waves distinctively appear during the first half of the period. The second half is 
characterized by the distinct tendency to diminish the average employment in production activities. This 
is representative of the restructuring process. The average reduction of labour in many sectors appears 
significant. A decrease of one third of total employment per establishment between 1985 and 1987 
indicates strong changes in the social relations of production and in the division of labour in general. 
Correlation analysis between each specific sectors of manufacturing production indicates that a 
group of industrial sectors has behaved correspondingly. The correlation coefficients appear in table 3.12. 
(see appendix 3.7. for complete correlation matrix and statistics). Chart 3.8. illustrates the average decrease 
of employee per establishment for the restructuring industries. It demonstrates that over half of the 
industrial sectors in Hong Kong (12 out of the 22) decreased their average employment per plant in close 
association with one another. Of these, all but three in 1989 averaged 10 or less employees per plant. 
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TABLE 3.12. CORRELATION COEFFICIENTS FOR AVERAGE EMPLOYMENT PER PLANT, HONG KONG 
MANUFACTURING SECTOR, 1979-1989. 
D F H K L N O R S U V W 
D 1 7147 8659 8225 8325 7882 8173 8516 9123 7620 8962 8690 
F 1 8109 7223 7207 7351 8740 8536 6514 4883 7904 5836 
H 1 8197 8422 8317 8493 9390 8845 8389 8987 8003 
K 1 8782 9142 8440 8401 8517 7601 8933 7871 
L 1 8487 7840 8384 8618 8157 8841 8719 
N 1 8122 8097 8728 7847 9234 6999 
O 1 9102 7417 5930 8471 6691 
r 1 8227 7555 8678 7926 
S 1 9088 9536 8860 
U 1 8322 8515 
Y 1 8281 
W 1 
D: textile L: chemicals S: machinery 
F: leather N: rubber U: transport 
H： wood O: plastic V: scientific equip. 
K: printing R: fab. metal W: others 
Inversely, the food products sector offers the strongest negative correlation coefficient towards 
those sectors appearing in chart 3.8. It increases its average employment per firm (chart 3.9.). The food 
products sector has increased the number of employee per establishment over the period by over 
30 percent: in the first quarter of 1979，1 098 establishments manufacturing food products were classified, 
employing 15 924 people, an average of around 15 employees per enterprise. The number of 
establishments went down to 874 in the third quarter of 1989，employing however 18 079，an average of 
nearly 21 employees in each plant. In total, this represents a 20 percent decrease in plants, but a 
13.5 percent increase in employment. 
If the food sector had the most noticeable behaviour, other manufacturing sectors also display 
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employment per establishment. Beverage manufacturing has increased its average employment per factory 
by 24 percent, although discontinuously. The paper products sector also correlates negatively with those 
sectors of chart 3.8. Average employment went up by 11 percent. Also, the footwear manufacturing sector 
employed an increasing number of employees per branch plant until 1987, where it dropped dramatically 
to reach, in 1989, its 1980 average employee per plant level. 
Chart 3.10. summarizes the expansion - contraction of the manufacturing industries. In chart 3.10., 
the sectors are classified by a) the expansion - contraction characteristic, b) correlated - non-correlated 
change, and c) ordered by the decreasing magnitude of the 1979 - 1989 variation. This classification points 
to sectoral changes which are representative of the different urban landscape and daily activities of a large 
part of Hong Kong's labour market. 
In chart 3.10., the right hand side boxes displays those sectors which have significantly expanded 
or contracted their average employment per establishment. Only three manufacturing sectors have 
increased the average employment per establishment. The increased ratio of average employment per plant 
for the food industry mainly stems from the closing down of the smaller establishments. This is deducted 
from the fact that the ratio is the result of a large decrease of establishments (from 1 400 to 800) and little 
variation of total employment. Economies of scale seem to advantage larger enterprises in this sector. The 
paper industry has increased both employment and establishment statistics, with a tendency to develop 
larger operations. As for the case of the beverage industry, the total number of labourers has increased 
with no variation of establishments; consequently, the increase is mainly explained by an in situ increase 
of labour requirements. 
- \ \ 
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In opposition, fifteen sectors have decreased their average employment per plant. Moreover, twelve 
of them have done so following highly correlated patterns. This appears to be a dominant feature of 
manufacturing industries in Hong Kong for the 1979-1989 period. This trend demonstrates some 
underlying causes which have yet to be explained. Only then will we be able to distinguish between job 
loss from output fall, between disinvestment and decrease of profitability, between industrial development 
and de-industrialization. Explicitly, this relationship between manufacturing employment and establishment 
expansion and contraction demonstrates the phenomenon of restructuring, and will be analyzed and 
associated with either one of the four processes defined by the restructuring model: intensification, 
rationalization, technical change, and transplantation. 
It has been demonstrated through scale analysis that the small to medium enterprises are the most 
capital efficient and productive, the fastest growing as well as the most common scale of manufacturing 
establishment in Hong Kong. It has just been shown that most of the different manufacturing sectors have 
behaved following two out of four trends, by either contracting or expanding employment and 
establishment, with an apparent tendency to reduce the average amount of employment per establishment. 
The following section analyses the profitability of those different categories, and links the phenomena of 




Throughout the 1979-1989 period, the ranking of the principal manufacturing employers has not 
changed (table 3.13.). The work force engaged in the wearing apparel and garment industry dominates 
manufacturing activities in Hong Kong, with just under a third of total manufacturing work force. But it 
however also presented the largest relative decrease of labour market share during the 1979-1989 period, 
receding by 2.78 percent. The wearing apparel industry is both land and labour intensive, and it has been 
one of the leading economic sectors of Hong Kong in recent history. It however endures the pressure of 
a spatial fix. Moreover, this industrial sector is subjected to a strict rule of origin and quota restrictions 
on international markets. This means that the product needs to be crafted in Hong Kong, limiting the 
flexibility of the industry in substituting industrial input factors. The importance of this sector, and its 
particular characteristics, explains the weakly correlated contractions of employment and establishments 
with other sectors. 
)! 
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TABLE 3.13. 1979 AND 1989 SHARES OF TOTAL MANUFACTURING EMPLOYMENT BY SECTOR AND 
VARIATION, IN PERCENTAGE. 
1979 1989 Percent 
J (%) (%) difference 
Food Products 1.90 2.17 0.27 
Beverages 0.43 0.55 0.12 
Tobacco 0.09 0.15 0.05 
T e x t i , e s 11.69 14.30 2.61 
Wearing Apparel 32.40 29.62 -2.78 
Leather Products 0.28 0.30 0.02 
Footwear 0.68 0.71 0.03 
Wood and Cork Products 0.97 0.45 _0.52 
Furniture and Fixtures 1.06 0.83 -0.24 
Paper Products 1.25 2.03 0.78 
Printing and Publishing 2.92 4.40 1.48 
Chemicals Products 0.81 1.07 0.26 
Rubber Products 0.61 0.20 -0.42 
Plastic Products 10.43 7.91 -2.52 
Non-Metal. Mineral Pro. 0.55 0.52 -0.03 
Basic Metal Industries 0.54 0.41 -0.13 
Fab. Metal Products 9.64 6.89 -2.76 
Machinery 1.55 3.64 2.09 
Electrical Machinery 12.86 13.81 0.95 
Transport Equipment 1.63 1.57 -0.06 
Scientific Equipment 4.15 4.41 0.26 
Other Industries 3.53 4.04 0.51 
Source: SIP 1979，1989. 
In opposition, the second most important sector in 1989，textiles, had the largest relative gain in 
employment, with a positive variation of 2.61 percent. Textile production has been increasing its share 
of the labour market, as demonstrated by the growth of employment and establishment. However, the 
establishments have grown at a higher rate than employment, which is explained by the development of 
more numerous smaller establishments, and by the reduction of the number of larger scale operations in 
Hong Kong. Textile trade is not subjected to rules of origin as stringent as those for the garment and 




The third sector in importance in share of labour market in 1989 is electrical machinery sector. 
It used to be the second most important sector in 1979，but it gained only 0.95 percent in share to total 
employment over the decade, thus being overtaken by the textiles sector. 
The fourth most important employment sector in Hong Kong is the plastic products industry. This 
sector strongly decreased its share of total employment, loosing 2.52 percent of its labour market share. 
This decrease is matched by that of another sector. The fabricated metal products sector, although less 
important than the plastic sector in terms of employment, also decreased noticeably. On the other hand, 
the sector of machinery production (which includes all non electrical machinery) had the second highest 
growth of relative employment share following textile. This manufacturing activity is identified as the 
fastest growing sector of Hong Kong's industrial economy. 
ESTABLISHMENTS 
In terms of the distribution by sector of manufacturing establishments in Hong Kong, five sectors 
dominated in 1989, as compared with four in 1979 (table 3.14.). The garments and wearing apparel sector 
again dominated the industry, but also again did it lose the largest comparative share out of all sectors. 
On total, there was 5.09 percent less establishments involved in producing garments and wearing apparel 
in 1989 compared with 1979. This sector was only the fourth largest investor over the decade in the 
territory (GAFA, appendix 3.11.). In 1981, nearly half of all investment went towards the acquisition of 
land and building assets (appendix 3.12.). That year, the wearing apparel sector was the largest 
manufacturing investor. In the following years, the sector started to invest more into plant and machinery 
assets than into land and building assets. At the end of the period, this sector was second (to chemical 
sector) in disposing of land and building assets. 
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TABLE 3.14. 1979 AND 1989 SHARES OF MANUFACTURING ESTABLISHMENTS, BY SECTOR AND 
VARIATION, IN PERCENTAGE. 
1979 1989 Percent 
(%) (%) difference 
Food Products 2.70 1.81 -0.90 
Beverages 0.06 0.05 -0.01 
T o b a c c o 0.01 0.01 0.00 
Textiles 8.77 10.48 1.71 
Wearing Apparel 22.90 17.81 -5.09 
Leather Products 0.35 0.46 0.11 
Footwear 1.04 0.84 -0.21 
Wood and Cork Products 3.10 1.57 -1.53 
Furniture and Fixtures 3.33 2.32 -1.02 
Paper Products 2.80 3.37 0.56 
Printing and Publishing 5.77 7.84 2.07 
Chemicals Products 1.33 1.74 0.40 
Rubber Products 1.02 0.42 -0.61 
Plastic Products 10.97 10.99 0.02 
Non-Metal. Mineral Pro. 0.89 0.86 -0.04 
Basic Metal Industries 0.80 0.53 -0.27 
Fab. Metal Products 17.54 13.13 -4.41 
Machinery 3.51 10.49 6.98 
Electrical Machinery 4.14 4.21 0.07 
Transport Equipment 0.76 0.92 0.16 
Scientific Equipment 2.00 3.20 1.19 
Other Industries 6.18 6.96 0.78 
Source: SIP, 1979，1989. 
These development during the 1980s can be explained as a move by the sector to replace some instances 
of manual labour by mechanized processes0). But in Hong Kong manufacturing activities, most of the 
work remains manual labour. Consequently, the garment sector is understood as transferring out of 
Hong Kong some segments of the production process, but keeping in Hong Kong the necessary operations 
to respect and obliged to the constraints of rule of origin (as supported by trade statistics, appendix 3.13.). 
This is likely to be a case of restructuring by transplantation. 
1 T h e u s e o f a u t o m a t e d p r o c e s s e s in t h i s s e c t o r m a i n l y p e r t a i n to q u a l i t y c o n t r o l a n d 
p r o d u c t i o n m o n i t o r i n g . B u t a l s o , i n t e g r a t e d p a t t e r n g r a d i n g a n d m a r k e r p l a n n i n g (soft a u t o m a t i o n ) 
a n d c o m p u t e r i z e d c u t t i n g a n d s e w i n g ( h a r d a u t o m a t i o n ) h a v e e n a b l e d s o m e i n d i v i d u a l o p e r a t i o n s to b e 
a u t o m a t e d . [HKPC, 1 9 9 2 ] . ( 
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The establishments of fabricated metal sector were second in importance in 1979. This sector also 
lost an important share of the market of establishments, the second largest decrease of all sectors over the 
decade (again, as in employment, following the wearing apparel sector). This sector also demonstrates a 
tendency to invest more into plant and machinery than into land and buildings. 
The third sector in importance in Hong Kong in terms of establishments is the sector producing 
plastic products. The dwindling number of workers involved in this industry contrasts with the constant 
share of establishments, as there are no significant variation of the number of establishments between 1979 
and 1989. However, early in the period, the plastic sector invested in plant and machinery assets while 
getting rid of the largest single disposal of assets in 1981，which happened to be land and building assets. 
This could be explained by a move of larger firms out of Hong Kong, or, in the same vein, having the 
land or labour intensive processes in production contracted to outside sub-contractors. Noticeable increases 
in re-export figures after 1985 seem to corroborate this (appendix 3.13.). The share of China in total 
exports of plastic products exceeded 86 percent in 1989 [HKTS，1989]. 
The fourth sector of importance in terms of establishments is textile, which gained a 1.71 percent 
share of total number of manufacturing establishments. This increase in weaker than the increase of 
employment, which means that the average plant is smaller in terms of employment. This sector has 
invested predominantly into plant and machinery assets, while disposing of roughly equal amounts of land 
and building assets as plant and machinery assets over the decade. This, coupled with a strong increase 
in re-exports, in which re-exports out-number domestic exports as soon as 1983 (appendix 3.13.), tends 
to indicate a spatial reversal of part of the production. Some of the assets from the disposal of land and 
buildings, as well as used plants and less efficient machinery, are believed to migrate to areas where 




intensive machinery, specializing in the same products, or in other manufacturing processes which possess 
a h i g h e r added-value content. In Hong Kong, the industrial machinery sector has been the fastest growing 
sector of production. It shows the strongest relative increase of number of establishments in Hong Kong, 
an increase of nearly 7 percent over the ten year period. Trade statistics also show a stronger growth in 
re-export than in domestic exports, which suggest the transfer of part-processes. In 1989，China accounted 
for 30 percent of all exports of the machinery sector [HKTS, 1989] 
ADDED-VALUE 
These manufacturing employment and establishment trends should appear justified by the 
profitability of the different sectors. Added-value provides a metric to evaluate this The distribution of 
relative added-values by industrial sectors for 1979 and 1989 and their variation are presented in table 
3.15. This time, five sectors dominate. 
As expected, the major contributor to manufacturing added-values in Hong Kong is the wearing 
apparel sector. It produced over a quarter of all added-values in 1979. However, its level of participation 
is far less important in 1989. It diverged following a 0.86 variation rate over the ten year period, which 
means it decreased its relative position by a 3.6 percent share. This is the largest shortfall of all sectors. 
The second sector in term of relative importance of added-values is textile. It increased by a rate of 1.04, 
which is equivalent to close to a half percentage point increase. 
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TABLE 3.15. 1979 AND 1989 SHARES OF TOTAL MANUFACTURING ADDED-VALUES AND VARIATION, BY 
SECTOR, IN PERCENTAGE. 
1979 1989 Variation 
(%) (%) 
Food Products 2.08 2.72 1.31 
Beverages 1.37 1.14 0.83 
T o b _ 1.25 1.20 0.96 
Textiles 15.35 15.97 1.04 
Wearing Apparel 25.06 21.44 0.86 
Leather Products 0.53 0.36 0.68 
Footwear 0.67 0.67 1.00 
Wood and Cork Products 0.68 0.31 0.45 
Furniture and Fixtures 0.98 0.67 0.68 
Paper Products 1.14 2.14 1.88 
Printing and Publishing 4.00 6.21 1.55 
Chemicals Products 1.58 1.91 1.21 
Rubber Products 0.49 0.17 0.35 
Plastic Products 8.47 7.74 0.91 
Non-Metal. Mineral Prod. 1.27 0.94 0.74 
Basic Metal Industries 0.99 0.69 0.70 
Fab. Metal Products 7.82 6.57 0.84 
Machinery 1.76 3.97 2.25 
Electncal Machinety 14.45 14.18 0.98 
Transport Equipment 2.60 2.60 1.00 
Scientific Equipment 4.30 4.66 1.08 
Other Industries 3.17 3.76 1.19 
Source: SIP 1979，1989. 
The third largest producer of added-values is the electrical machinery sector. It is also the third 
largest employer in Hong Kong, but only the eighth in terms of number of establishments. In 1989，it 
employed 13.81 percent of the manufacturing workforce in 4.21 percent of the establishments to produce 
14.18 of total manufacturing added-value in Hong Kong, which represents a slight decline in the share 
of added-value. These statistics imply large factories with large labour requirements. This in turn suggests 
that the sector will have been pressured into finding alternatives to human energy to replace Hong Kong^s 
increasing labour shortage and cost. According to investment statistics (appendix 3.11.)，this sector has 
invested mostly in plant and machinery. It has been the largest of all investors in plant and machinery 
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during the 1979-1989 decade. This sector also led all other manufacturing sectors in disposing of plants 
and machinery assets. This combined situation leads to believed that the electrical manufacturing sector 
is involved in the transfer of machinery and the setting up of part-process units outside of Hong Kong. 
This is supported by the high rate of increase of re-exports of this type of production in the second half 
of the decade (appendix 3.13.). The assertion will further be demonstrated in the investigation of surplus-
values. 
The fourth sector of importance in the category of shares of added-values in Hong Kong is the 
plastic production sector, a sector which appears strongly in employment, establishment and added-value 
categories (ranked fourth in all cases). This sector lost a large share of employment, maintained its 
position in terms of its establishment share, and receded in terms of added-value. This is probably the 
result of the employment contraction. 
PRODUCTIVITY 
The analysis of added-value statistics need to be supported by the evaluation of the productivity 
rates by sector (table 3.16.). We know that productivity is mainly determined by a) the nature of the 
technology and equipment, and b) by how hard and long and at what cost can the labourer be "induced" 
to work. The productivity rate demonstrates the relationship between the production of added-value and 
the employment needed to generate that value. The rates are calculated by dividing the share of added-
value (A) in each sector by their respective share of employment (B). The resulting rates consequently 
indicate the level of capital productiveness in each sector. They are, by the same means, coarse estimates 
of the organic composition of capital. A sector which employs more labour than it produces added-value 
will be less intensive in capital (accepting that labour power is maximized). Consequently, the organic 
composition of capital should be lower. In the opposite situation, a sector which has a higher productivity 
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ratio has a higher organic composition of capital, since it employs a comparatively smaller share of the 
labour market than it produces added-value. Five industrial sectors dominate the productivity rates. 
TABLE 3.16. ADDED-VALUE AND EMPLOYMENT SHARES OF HONG KONG MANUFACTURING INDUSTRIES, 
IN PERCENTAGE, BY SECTOR, 1979 AND 1989. 
1979 PRODUCTIVITY 1989 FIMNMIY 
A V S / A V T ES/ET RATE AVS/AVT ES/ET RATIO 
A B A/B A B A/B 
Food 2.08 1.77 1.2 2.72 2.25 1.2 
Beverages 1.37 0.47 2.9 1.14 0.59 1.9 
Tobacco 1.25 0.09 14.4 1.20 0.14 8.4 
Textiles 15.35 14.02 1.1 15.97 15.20 1 1 
Wearing 25.06 29.72 0.8 21.44 28.54 0.8 
Leather 0.53 0.65 0.8 0.36 0.34 1.0 
Footwear 0.67 0.81 0.8 0.67 0.85 0.8 
Wood/Cork 0.68 0.82 0.8 0.31 0.48 0.7 
Furniture 0.98 1.07 0.9 0.67 0.86 0.8 
Paper 1.14 1.28 0.9 2.14 2.23 1.0 
Printing 4.00 3.11 1.3 6.21 4.84 1.3 
Chemical 1.58 0.85 1.9 1.91 1.11 1.7 
Rubber 0.49 0.51 1.0 0.17 0.19 0:9 
Plastic 8.47 9.56 0.9 7.74 7.72 1.0 
Non-Met. 1.27 0.55 2.3 0.94 0.59 1.6 
Basic M . 0.99 0.47 2.1 0.69 0.39 1.8 
Fabr. M. 7.82 8.53 0.9 6.57 7.23 0.9 
Machine. 1.76 1.94 0.9 3.97 3.61 1.1 
Electrc. 14.45 13.72 1.1 14.18 12.66 1.1 
Transpo. 2.60 1.86 1.4 2.60 1.85 1.4 
Scienti. 4.30 4.60 0.9 4.66 4.55 1.0 
Others 3.17 3.59 0.9 3.76 3.78 1.0 
AVs: added-value of a sector. 
AVt: total added-value. 
Es : employment of a sector. 
Et : total employment. 
In 1979，the manufacturing productivity rates were dominated by the tobacco industry. This is 
expected since this sector internalizes most scale economies, as it is highly mechanized and equipped with 
dedicated devices producing specific products. The second highest productivity rate was that of the 
« 
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beverage industry. Here again this is expected, since it is also a highly capitalized industry, with large 
average employment per establishment. In most cases, the level of capitalization can be estimated by an 
analysis of the gross output value of industries (appendix 3.10.). These two industries have low gross 
outputs. These low gross output figures indicate that few exchanges of goods and services take place 
between firms and sectors. This means that most transactions are internalized, and that, concomitantly, 
important investment in production equipment are necessary. Increases in automation become a necessary 
alternative to alleviate labour-related pressures, such as a tightening labour market and increased labour 
cost. These two industries have the highest average GAFA by establishment for the 1979-1989 period 
(table 3.17.). This, in return, suggests large vertically integrated enterprises which can less benefit from 
flexible accumulation through industrial restructuring, mainly because of the spatial fix and the consequent 
lack of flexibility in adapting new industrial inputs. 
Also, three other industries distinguish themselves by having high productivity rates in 1979. The 
basic metal, non-metallic mineral and chemical sectors had respectively the third, fourth and fifth highest 
productivity rates in 1979. Their gross output values are also very much below average. These industries 
have low levels of interaction during production with other sectors, besides the procurement of original 
inputs and the sales of manufactured goods. The average GAFA per establishment in non-metallic mineral 
and basic metal products are ranked respectively fourth and sixth (table 3.17.). 
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TABLE 3.17. GROSS ADDITION TO FIXED ASSETS BY HONG KONG MANUFACTURING SECTOR, 1979 TO 
1989，SHARE TO TOTAL, AND AVERAGES BY FIRM AND EMPLOYMENT. 
TOTAL SHARE AVERAGE INVESTMENT 
INVESTMENT* TO TOTAL BY FIRM BY EMPLOYMENT 
(%) 
Food 1158446 1.85 1251 68 
Beverages 905883 1.45 34842 212 
Tobacco 768931 1.23 109847 677 
Textiles 9364986 14.98 1822 81 
Wearing 7503327 12.00 843 31 
Leather 187064 0.30 817 75 
Footwear 345272 0.55 766 53 
Wood 169059 0.27 210 46 
Furniture 247308 0.40 214 38 
Paper 1747446 2.79 1021 106 
Printing 4912870 7.86 1280 140 
Chemicals 427190 0.68 496 50 
Rubber 112111 0.18 529 72 
Plastic 7243017 11.58 1317 109 
Non-Metal 1287479 2.06 3065 316 
Basic Met. 475610 0.76 1781 140 
Fab.Metal 4494838 7.19 680 80 
Machinery 2748724 4.40 538 96 
Electri. 13566116 21.69 6451 118 
Transport 937275 1.50 2069 75 
Scientif. 2327870 3.72 1449 65 
Other 1603403 2.56 458 48 
Total 62534225 100.00 1255 77 
Total investment*: gross addition to fixed assets between 1979 and 1989. All investment values are in 
HK$t, unless otherwise specified. 
Data is derived from Hong Kong Annual Digest of Statistics and Hong Kong monthly Digest of Statistics. 
In the case of the chemical industry, the addition to fixed assets per establishment is below 
average, a situation which reflects disinvestment. The chemical sector has, in fact, one of the lowest 
balance sheets for the 1979-1989 period (appendix 3.11.). Not only has the sector acquired very few assets 
during the period, but it also disposed of large quantities of land and building assets, especially towards 
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the end of the period. In 1989，the chemical sector discarded the largest single disposal of fixed assets of 
all industries (appendix 3.11.), nearly all of which was land and buildings (appendix 3.12.). This makes 
of the chemical sector the fifth lowest invested sector in both investment by firm and by employment. 
However, the share of added-value generated by the chemical industry has increased (table 3.15). This 
sector is traditionally one of the highly capitalized sectors, but the structure of the production system has 
been modified over the decade. This is assumed since the average number of employment per 
establishment has dwindled down by over one third (chart 3.8., p. 100). However, both the quantity of 
employment and establishment in this sector has increased in both absolute (appendices 3.3. and 3.4.) and 
relative terms (tables 3.13. and 3.14., p.106 and p. 108). This means that the sector remained profitable. 
This probably indicates that establishments or part-processes with land, labour and capital extensive 
production characteristics, have transferred elsewhere under the pressures of a mature economy and full 
employment. Environmental specifications are also probably involved. 
The same five industries which dominated the productivity rates in 1979 still rank the same in 
1989. However, in general, the distribution of productivity rates throughout the manufacturing sectots 
appears more balanced at this end of the period. The standard deviation for the productivity rates is 
significantly lower in 1989 (1.58) than it is in 1979 (2.86). This means that there has been a tendency 
towards the equalization of profit rates across the different manufacturing sectors. The five sectors which 
dominate in terms of productivity rates are also the sectors which have the strongest rate decreases during 
the decade. 
The variation of productivity rates from 1979 to 1989 is an partial indicator of industrial 
restructuring processes (table 3.18.). Since there are variations from 1979 to 1989，specific industrial 




employment share. 8 sectors out of 22 display increases of productivity rates. Consequently, most sectors 
decreased their relative productivity, while a few remained equal. 
TABLE 3.18. 1979 ANEI 1989 PRODUCTIVITY RATES BY HONG KONG MANUFACTURING SECTORS AND 
1989/1979 VARIATION. 
1979 PR 1989 PR 1989/1979 
A Food Products 1.17 1.21 1.03 
B Beverages 2.90 1.93 0.66 
C Tobacco 14.41 8.37 0.58 
D Textiles 1.09 1.05 0.96 
E Wearing Apparel 0.84 0.75 0.89 
F Leather Products 0.81 1.05 1.29 
G Footwear 0.82 0.79 0.97 
H Wood Products 0.83 0.65 0.79 
I Furniture 0.91 0.79 0.86 
J Paper 0.89 0.96 1.08 
K Printing 1.29 1.28 1.00 
L Chemicals 1.85 1.72 0.93 
M Rubber 0.96 0.87 0.91 
N Plastic 0.89 1.00 1.13 
O Non-Metal Pro. 2.29 1.60 0.70 
P Basic Metal 2.08 1.75 0.84 
Q Fab. Metal 0.92 0.91 0.99 
R Machinery 0.90 1.10 1.22 
S Electrical 1.05 1.12 1.06 
T Transport 1.40 1.40 1.00 
U Scientific 0.93 1.02 1.09 
V Other 0.89 0.99 1.12 
A variation rate of 1 indicates that a sector has maintained the same composition of productivity. 
A sector with a variation of 1 could have increased or decreased production output in Hong Kong, but 
the proportion of the elements composing the productivity rate have remained the same. In other words, 
if a manufacturing sector with a productivity rate equal to 1 produced 3 percent more added-values in 
1989 than in 1979, it then also employed 3 percent more of the labour force. However, in the case where 
a sector has a productivity rate of 1 but has decreased added-value and production output, it will still be 
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classified as having rationalized production (with the postulate that both machinery and labour are 
maximized). No industrial sector has been receding in such a way. 
On the other hand, those sectors which have kept constant the productivity rate, but which have 
expanded in terms of employment are interpreted not as having restructured, but mainly as having 
developed. For example, the transport and the printing and publishing sectors have been expanding in 
Hong Kong in such a way that employment and added-values have tended to increase proportionally. 
These sectors did not need to defend decreasing profit rates, benefitting from some profitable comparative 
advantages. However, they show contrasting growth tendencies. An average transport establishment 
counted in 1989 approximately half the employment it did in 1979，but total employment for the transport 
sector did not vary significantly. This is explained by the (non-correlated) growth of numerous smaller 
scale establishments. The growth of small enterprises has been large enough to keep constant the sector's 
employment, and counterbalance employment losses due to the large enterprises which ceased operations. 
It is thus a case of horizontal disintegration of the production sector. 
In contrast, the average employment size of an establishment in the printing and publishing sector 
grew by 67 percent, where the quantity of establishments decreased by 69 percent. The large average 
increase indicates the closure of the smaller establishments. This represents the horizontal integration of 
production. The general expansion of this sector stems mainly from an increasing access to international 
markets, but also from rapid development of tertiary education institutions, specialized and educated labour 
and the availability of adequate machinery; whereas the transport industry has benefitted from, among 
other advantages, the increasing importance of portuary activities in Hong Kong and specialized labour 
with the development of ship building and repairing shipyards, but also with the revival of entrepot trade. 
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In both cases, since the productivity rate remained equal, neither of these sector has managed to increase 
added-value, probably facing no need to do so. 
In cases where the 1979-1989 variation of the productivity rate is not equal to 1，the probability 
is that industrial restructuring has probably been occurring. In the cases where the variation rate is lower 
than 1，the industrial sectors have restructured but become less productive in society, at least in 
comparison with the development of other manufacturing sectors in Hong Kong. It does not mean than 
the enterprises active in this sector have become less profitable, since a low ratio could indicate that the 
wage content of the added-value has been reduced by intensifying production activities (which is however 
generally improbable in ttong Kong). These industrial sectors have declined their share of total social 
product (p.26). 
In the opposite case, where the 1979-1989 variation of the productivity rate variation is higher 
than 1，the industrial sector has restructured and increased added-value production. However, a 
productivity rate which has a variation higher than 1 could also indicate that the sector has not 
restructured, which has allowed higher wages to increase added-value but decrease corporate profit rates. 
Consequently, the wage content must be examined. 
A cross-tabulation between employment variation (both absolute (chart 3.10) and relative (table 
3.13.) and added-values variations (table 3.15) indicates that there is a direct positive relationship between 
increased added-values and employment growth. All of the manufacturing sectors which employed more 
people in 1989，the expanding sectors, were the ones which increased production of added-value. Larger 
added-values are expected under employment expansion since wages are one of the two components of 
added-value figures. However, the logic supporting this expectation is only partially proven true, since 
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there has been a noticeable decrease of the share of compensation in added-value between 1979 and 1989. 
Wages illustrate the increasing industrial profitability in Hong Kong. 
SURPLUS-VALUE 
Chart 3.11. demonstrates the proportion (in percentage) of compensation in added-value in 1973， 
1979 and 1989. Wage increases between 1973 and 1979 demonstrate the effect that the tightening of the 
labour market in Hong Kong had on the profit rates of most manufacturing sectors. They demonstrate the 
labour market pressuring down corporate profits. As a response, the firms need to increase the price of 
production output in order to retain the profit share necessary to sustain accumulation and reproduce 
capital. However, by doing so, they may lose part of their market share to less expensive producers. 
Consequently, in order to defend their market share, they need to reduce the cost of compensation in 
added-value (p.60). This was accomplished between 1979 and 1989，as it appears in chart 3.11. The 
dramatic reduction of the share of wages in added-value after 1979 demonstrates the application of the 
defensive strategy. 
Since most of the manufacturing sectors in Hong Kong are not technology intensive industries, 
the decrease of the share of employment compensation in added-values cannot be principally associated 
with a generalized automation of production processes. Hong Kong remains chiefly a labour intensive 
subcontractor of low-added value products [HKPC, 1992; Richards, 1979，255]. Some technical change 
in manufacturing sectors is however apparent, since the productivity rates of most of the sectors which 
are commonly known as the "soft" manufacturing sectors, i.e. those manufacturing sectors which cannot 
be significantly automated (as, for example, textile, wearing apparel and footwear) have been depressed. 
However, these decreased productivity rates are also the result of dominant increases of productivity rates 


























































































































































































































































































































































































































































































































































decreases in wages as part of added-value (chart 3.11.) indicates the nature of the restructuring process. 
It is related to the availability of new, cheaper production inputs, mainly labour. In all but five cases, 
wages were significantly depressed as a proportion of added-value from 1979 to 1989. 
What also stands out in chart 3.11. is that some sectors did not manage to decrease the share of 
compensation in added-value. These five sectors are the sectors identified previously for having the highest 
productivity rates (p. 113) and lowest gross output statistics (beverages, tobacco, chemical, non-metallic 
mineral and basic metal). They are the only one which have not brought down the proportion of wages 
in added-value. The spatial fix of these industries, or the incapacity to deskill operations (with the 
concomitant incapacity to reduce wages), have prevented these industries from restructuring. But then 
again, perhaps they did not need to engage in a defensive strategy. These five industries already had the 
lowest compensation share in added-value of all sectors. 
In order to identify if the industrial sectors which have the highest net profit rates have managed 
to do so by restructuring, employment compensation is deducted from the added-values. These profit rates 
of productive capital, i.e. the surplus-values, appear in table 3.19. 10 out of the 22 sectors increase their 
share of surplus-value. 
On the one hand, none of the five sectors which have not decreased the share of compensation 
in added-value have managed to increase their share of surplus-value in Hong Kong between 1979-1989. 
They are, in fact, amongst the stronger decreasing sectors. On the other hand, most sectors that have 
increased their share of surplus-value have done so concomitantly with an increase of the productivity rate 
and a decrease of the share of compensation. 
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TABLE 3.19. SURPLUS-VALUES IN HONG KONG INDUSTRIAL SECTORS, AS SHARE TO TOTAL AND 
VARIATION, IN PERCENTAGE, 1979 AND 1989. 
1979 1989 VARIATION 
Food 2.76 3.25 1.18 
Beverages 2.78 1.44 0.52 
Tobacco 3.75 2.50 0.67 
Textiles 15.89 15.11 0.95 
Wearing 17.67 15.13 0.86 
Leather 0.36 0.39 1.09 
Footwear 0.29 0.61 2.09 
Wood Products 0.54 0.27 0.50 
Furniture 0.66 0.56 0.84 
Paper Products 0.89 1.87 2.11 
Printing 5.08 7.51 1.48 
Chemicals 2.96 2.67 0.90 
Rubber 0.42 0.18 0.43 
Plastic 7.39 8.63 1.17 
Non-Metal 2.71 1.24 0.46 
Basic Metal 1.83 0.95 0.52 
Fabricated 6.53 6.93 1.06 
Machinery 1.40 4.77 3.41 
Electrical 18.39 16.07 0.87 
Transport 1.98 1.70 0.86 
Scientific 3.87 4.81 1.24 
Other Ind. 1.84 3.40 1-85 
The machinery sector displays the highest increase of a share of surplus-value. This sector also 
has the highest reduction of compensation in added-value throughout all sectors. Compensation accounted 
for 75 percent of added-value in 1979. It only accounted for 51 percent in 1989 (chart 3.11.). This sector 
had the second highest productivity rate variation, and exhibits a low average investment rate (table 3 • 17.). 
This eliminates the restructuring by technical change. This machinery sector also displays the strongest 
variation of value of gross output (appendix 3.10). The value of sales of good, services and machinery 
has increased by about 900 percent between 1979 and 1989. Since gross output is a good reflection of 
inter-firm linkages, or subcontracting, this indicates that segments of the production lines have been 
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externalized in order to cope with pressure of increasing compensation within that establishment. This 
sector has restructured by transplanting some manufacturing processes. Since trade statistics of this sector 
feature a strong increase of re-export, mainly during the 1980's, which ends up from 1987 onward to be 
the largest amount of re-exports of all manufacturing sectors (chart 3.13a.，b. and c.，p. 128，129，130)，it 
is demonstrated that the profitability of the sector is associated with industrial restructuring, mainly 
characterized a transplant of part-process outside Hong Kong. 
The sector which presents the second strongest variation of shares of surplus-value is the paper 
products sector. Its characteristics demonstrate a restructuring process which is different from that of the 
machinery sector. The increase of surplus value in the paper sector is concomitant to a reduction of the 
share of compensation in added-value, which went down from 76 percent to 64 percent. This reduction 
is less dramatic than in the case of machinery sector. The variation of the productivity rate is also less 
spectacular, but still the sixth highest. In terms of investment, the paper product features average GAFA 
per firm which is double that of the machinery sector. The paper product sector also displays a high gross 
output variation (second to the machinery sector), but displays little growth in the field of re-exports. The 
growth of this manufacturing sector is partly associated with subcontracting, mainly in Hong Kong, but 
also indulges in the development of higher technologies of production. It is one of the three industrial 
sectors which have increased the average employment in each plant. 
The variation of the share of surplus-value is an interesting indicator of industrial development. 
It identifies those industrial sectors which have managed to increase their profit, in relation to other 
industrial activities. But it does not identify the presence of restructuring phenomenon per se, nor does 
it indicate the importance of the participation of various sectors to the industrial economy as a whole. For 
example, the third highest increase of surplus-values in table 3.19. belongs to the footwear industry. This 
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industry has however not significantly changed its productivity rate (0.97，table 3.18.)，which tends to 
indicate that it has not significantly restructured the production processes. Moreover, it remains a 
secondary sector in absolute terms. Chart 3.12. displays the total surplus values in Hong Kong. The 
footwear sector belongs to the less important class of producers. 
Also, some of the sectors which have not increased their relative share of surplus-value also 
feature restructuring characteristics. For example, the electrical sector is the largest single producer of 
surplus-value in Hong Kong. Also, this sector has managed to decrease the share of compensation from 
61 percent to 51 percent. This sector has restructured, as indicated by the variation of the productivity rate 
(1.06). The electrical sector is a relatively highly capitalized sector, with the third highest average 
investment per firm, albeit more than five times smaller than the second place, the beverage industry 
(table 3.17.). The electrical sector has the largest total GAFA of all manufacturing sectors, characterized 
by a strong increase in 1987 and 1988. The increase is the strongest of any increases during the period. 
This sector uses relatively highly capitalized processes, but remains strongly labour intensive. The high 
rate of investment in machinery reflects transplantation in the Delta. The transfer of machinery and the 
setting up of part-process units outside Hong Kong, which was earlier supported by the strong increases 
of re-exports of this type of production in the second half of the decade, is further demonstrated by the 
fact that the electrical sector had, in 1986，the second highest share of joint-ventures with China in China, 
with 21 percent of such investment. Comparatively, it had a 14 percent share of investment iii assembling 
and processing agreements (ranked third). The high shares of direct and indirect investment indicates the 
sector's tendency to disintegrate horizontally, and the higher rate of direct investment indicates a tendency 
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The transplantation process appears as the major mechanism by which industries have restructured. 
Some sectors have vertically disintegrated production within firms through the breeding of part-process 
plants or clones. For example, the electrical sector has demonstrated features of restructuring by 
transplantation, and it moreover displays a below average gross output, which suggests internalized 
processes. This explains the dominance of direct investment over indirect investment, and the concomitant 
control over the means of production. Other sectors have transplanted processes by subcontracting to 
existing external single location plants, as in the case of the machinery sector (p. 123). What all labour 
intensive industries have in common is a substantial decrease of the share of compensation in added-value. 
This demonstrates the ability of the industrial sectors to reduce the labour constraint by automating or 
externalizing processes. The latter process appears as more distinctive of the practice of production in 
Hong Korig, since the ten top producers of surplus-values in Hong Kong are amongst the eleven largest 
re-exporting sectors (charts 3.13a.，3.13b., 3.13c.). 
TRANSPLANT TRADE 
The growth of industrial production in Hong Kong is historically linked with trade. The scarce 
natural resources and the restricted scale of the local market for manufactured goods have rendered that 
the production system should be especially dependent of the distribution system. This phenomenon has 
been amplified since the reform in China. 
Five of the seven largest re-exporting sectors have been ascertained as having restructured their 
operation (table 3.18.). They exhibit a strong re-export increases during the second half of the 1980s. This 
tends to indicate that the main feature of restructuring is the development of inter-industrial linkages by 
dynamic subcontracting. This is so since part of Hong Kong's re-export figures deal with industrial inputs 
which have been partially transformed and which need further manufacturing in China before being 
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CHART 3 . 1 3 A . 
Larges t e x p o r t e r s within Hong Kong 
m a n u f a c t u r i n g indus t ry , by sec tor , 1969-1989 . 
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CHART 3 . 1 3 C . 
Smallest exporters within Hong Kong 
manufactur ing industry, by sector, 1969-1989. 
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imported in Hong Kong, to finally be re-exported towards the international market. This kind of industrial 
linkage is most often achieved under the banners of compensation trade or processing or assembling 
agreements0). 
The two other large re-exporting sector, the textile and garment industries, have not restructured 
as much as simply expanded production. These two sectors are the second and third largest producers of 
surplus values in Hong Kong. The textile sector displays the particularity of having a drop in the 
production of surplus-value between 1973 and 1979，the only sector to have significantly done so (the 
"others" sector also displays a depressed surplus-value variation for those years). The sector however 
manages to expand added-value production and decrease the compensation proportion from 68 percent to 
61 percent in the decade which follows. The reduction is relatively low, but in proportion similar to that 
of the wearing apparel sector, and both sectors have average per capita compensation which are below 
average (appendix 3.9. and 3.10.). 
Furthermore, the high growth rates attained by some of the less prominent industrial sectors are 
also concomitant to strong export trade. The connection between these and the development of industrial 
linkages with China, has been established. 56 percent of all exports to China were directly associated with 
transplanting (p. 18). Three of the smaller sectors, which have some of the strongest increases of 
productivity and surplus-value shares, are closely linked to China. The plastic, leather and paper industries 
respectively expedite 86 percent, 85 percent and 70 percent of their total exports to China. 
1 A s s e m b l i n g a n d p r o c e s s i n g a g r e e m e n t s , a s w e l l a s c o m p e n s a t i o n t r a d e , a r e t h e f o r m o f 
i n d u s t r i a l c o o p e r a t i o n w h e r e r a w m a t e r i a l s , s e m i - m a n u f a c t u r e d g o o d s a n d m a c h i n e p a r t s a r e s e n t o u t 
a s r e - e x p o r t s f r o m H o n g K o n g . T h e f i n i s h e d o r s e m i - f i n i s h e d o u t p u t s a r e s u b s e q u e n t l y s h i p p e d b a c k 
t o H o n g K o n g b e f o r e b e i n g m a i n l y r e - e x p o r t e d . S h i p m e n t s o f t h i s n a t u r e f r o m H o n g K o n g to C h i n a c a n n o t 
b e i d e n t i f i e d i n H o n g K o n g t r a d e s t a t i s t i c s [Hsia, 1 9 8 4 , p.39】. 
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The variation of external trade by transport mode indicates that the restructuring of Hong Kong 
industries is connected to China, and that the goods produced are expedited to the world economic market 
(table 3.20.). 
TABLE 3.20. HONG KONG EXTERNAL TRADE BY MAIN TRANSPORT MODE, AS PERCENTAGE OF ALL 
TRANSPORT MODES, AND VARIATION, 1985 - 1989. 
Variations 
1985 1986 1988 1989 1985-89 
Air 
Imports 19.81 20.56 20.39 19.86 0.05 
Exports* 26.08 27.99 28.34 29.42 3.34 
Re-Exports 16.63 18.83 16.49 16.30 - 0.32 
Sea 
Imports 59.78 55.11 52.83 49.60 - 10.18 
Exports* 62.64 59.96 54.06 51.11 - 11.53 
Re-Exports 49.02 52.87 54.01 57.62 8.60 
Land 
Imports 14.18 18.29 21.59 25.43 11.24 
Exports* 6.96 9.00 14.89 16.49 9.53 
Re-Exports 20.27 20.81 22.00 20.09 - 0.18 
Exports*: domestic exports only. 
Source: HKET, 1985 - 1989. 
Several important phenomena are identified in table 3.20. First, the positive variation rate for 
exports by air are explained by the development of industries specializing in higher added-value goods. 
Only these can justify the use of air transport in trade. Hong Kong industries thus demonstrate a tendency 
to develop the production of goods which are associated with more mature industrial economies. 
Second, the strong decreases of imports and exports by sea indicate a strong decline of the 
domination of this mode of transport in commercial trading. But especially crucial is the increase of re-
exports by sea, which tends to prove that the restructuring Hong Kong industrial sectors by transplantation 
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mainly develops in China. Goods which are imported in Hong Kong, but which do not undergo substantial 
transformation before being re-exported, are increasingly shipped overseas, as opposed to inland. Since 
the 1985 - 1989 period is when the re-export phenomena in Hong Kong has grown the fastest 
(chart 3.13.), the figure of re-export by sea illustrates large segments of the restructuring process. Since 
Hong Kong is a transport hub which links South-China to the world economic market, the characteristic 
of strong re-export growth by sea demonstrate industrial growth and linkage in China. 
Finally，the more revealing figures appear through the increases of imports and exports by land 
transport. Since Hong Kong's only link by land is with China, these statistics indicate the importance of 
the growth of exchange with China. Increasingly, goods which are re-exported to the world economic 
market are imported by land, meaning from South-China. The strong increase of export by land indicates 
that industries have been increasing their reliance in South-China for both the consumption and further 
processing of their outputs. But also, and perhaps mainly, the near absence of variation of the re-export 
by land figure indicates that there has been no significant restructuring of Hong Kong industrial sectors 
based on the development of transplant elsewhere than in China. This is deducted from the fact that some 
competitive manufactured goods would have found their way to the Chinese market, had there been any 
significant decrease of their cost related to restructuring elsewhere in Asia. 
The large increase of external trade by land transport is mainly accounted for by the steep growth 
of transport by road network (chart 3.14.). This indicates that what is transported is not meant to cover 
great distances. Longer distances are better accommodated by rail transport. Moreover, truck transport 
mainly serves light industries, whereas rail transport better serves heavy industry and bulk materials. 
Consequently, the characteristics of the abrupt increase of land transport between represent to a large 
degree exchanges of light industrial goods between Hong Kong and Zhujiang Delta. 
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CHART 3 . 1 4 . 
Hong Kong e x t e r n a l t r a d e by r o a d a n d ra i l , 
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CONCLUSION 
Several conclusions surface from the restructuring analysis. It has been demonstrated that the 
smaller establishments have become more profitable over the decade. The larger establishments (in 
employment terms), possibly because of the spatial fix and subsequent constraints on flexibility in 
production, have not managed to retain their share of profits in Hong Kong. This scale of operation has 
been restructuring by rationalization, with the result of a decreasing importance of this type of 
establishment. There is a tendency for those larger enterprises to be phased out. 
Alternatively, again according to the scale analysis, the most productive development happened 
at the level of the small and small-medium enterprises. The most profitable scale of establishments, the 
20-49 employees establishments, have demonstrated the largest increase of total surplus value, as well as 
the highest variation rates on a per capita basis. It has been argued that the evolution of this scale profile 
cannot be justified by the intensification of production processes in Hong Kong, nor by any revolutionary 
changes in the technology of production. The explanation resides in the development of new trade routes 
and new products. 
Industries will tend to optimize the relation between investment in capital equipment and wage 
labour. This is the fiindamental precept underlying the division of labour. The variations of average 
employment per establishment indicate one aspect of what is deemed necessary by the different 
manufacturing sectors in order to increase profit rates. In the context of flexible production structures, the 
relation between the variation of employment and establishments appears as the optimization of the spatial 
division of labour. 
\ , 
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During the 1970s, the development of the industrial economy in Hong Kong maintained low 
employment compensation. Historically, a majority of jobs created by a first wave of industrialization are 
low skilled, low paid, and labour intensive. But with the maturation of the industrial system, the 
inflationary pressure upon wage level and land value built up in Hong Kong, and affected the profitability 
of the manufacturing activities. Manufacturing activities cannot be sustained in a particular place under 
such conditions because of the low skill and technological standards they require. The rising costs of 
production meant decreasing returns, and the need to restructure the production processes. Hong Kong 
industrial sectors externalized part of the production through vertical disintegration or subcontracting. This 
increased the production of surplus values. 
This process appears in the trade statistics, where the ten top producers of surplus-values in 
Hong Kong are amongst the eleven largest re-exporting sectors. The re-exports drastically increase after 
1985. It has been demonstrated that both the largest manufacturing sectors and the smaller one which boast 
high growth rates, exhibit strong re-export increases, especially after 1985. 
Industrial restructuring in Hong Kong's manufacturing sectors generally displays rank stability 
throughout the 1979-1989 period. The dominating sectors of production (electrical, textile, garments) have 
remained the largest in most fields over the period. However, there has been a tendency to diversify the 
manufacturing base, a phenomena which appears distinctively as some of the smaller industrial sectors, 
such as the machinery, plastic, paper, leather or "other industries", grew at a higher rate than the larger 
sectors. 
This was expected since, in theory, capitalist industrialization exploits unevenly developed 
conditions, seeking to cash in upon new or unexploited comparative advantages and differentiated 
4 
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industrial input factors. This is translated in Hong Kong as a tendency towards the equalization of profit 
rates across the different industrial sectors. And it can be argued that this is easier to achieve for a small, 
flexible production unit than for a large-scale, highly capitalized and vertically integrated enterprise. 
It is then apparent that the restructuring of Hong Kong industries does not fundamentally rely 
neither upon a revolution in the practice of production nor upon the process of work intensification; or, 
at least, not directly. The practice of production is obviously affected by the redistribution of production 
growth through different sectors, but no major change has happened in industrial procedures which can 
explains the consistency of the domination of surplus value over that of compensation after 1979. A 
decrease of compensation coupled with an increase of productivity does in fact point to work 
intensification, but not in Hong Kong, where restructuring by work intensification happened through the 
transplantation of plants and processes. Hong Kong production enterprises shifted and expanded production 
in Zhujiang Delta. This, in order to decrease expenditures in the fields of production where manual labour 
is extensive. As a result, Hong Kong manufacturers defended, and increased, their corporate profit rates. 
The restructuring is consequently rooted in the production of new goods and new trade routes, and relies 
upon transplantation to deepen the spatial division of labour and profit upon different social productive 
forces. 
The extension of the spatial division of labour in Zhujiang Delta is actually like the development 
of a coalition between spatially differentiated production partners which seek to consolidate the regional 
production of surplus values. This appears through the urbanizing landscape of Zhujiang Delta. 
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CHAPTER 4： URBANIZATION IN ZHUJIANG DELTA 
INTRODUCTION 
The notion of urbanization alludes to a process of development rooted in industrialization. 
Capitalism has generalized the city: it is the first mode of production essentially urban [Bemier，1978， 
190]. Capitalist industrialization introduces institutionalized social relations which shape societies through 
a built-up space, the city, and re-creates or invents institutions which regulates social life [Martindale, 
1984，11]. In Ginsburg words: "Cities are cultural artifacts …which reflect the nature of the societies 
which have spawned them and which they serve" [1991，27]. Since the city is an artefact of society, it 
represents to a large degree the values of its grass-root communities. However, urban development is also 
"a politically inspired and directed process"，a process from above [Ginsburg, 1989，23]. The nature of 
urbanization in Zhujiang Delta embodies this duality. 
CITY-BASED URBANIZATION 
Urbanization is a process driven by the growth of industrial capital, in which people are attracted 
towards a built-up nucleus of economic activity. People are drawn towards towns and cities mainly 
because of employment opportunities and the appeal of consumption enabled by capital accumulation, by 
means principally provided by economic activities linked to industrial production and commercial 
exchange. Urbanization is partly the result of the movement of wage-labour concentration induced by 
capitalist industrialization. Since the major social force which shapes city development is the generalization 
of the production of a surplus by one class and its appropriation by another, capital is the link between 
the development of the city space and the urbanization movement. The capitalist exploitation mechanism 
has generalized the extraction of surplus-value, which is mostly accumulated within the built-up space and 
concentrated within a defined class, and which appears mainly through intra- and inter-urban exchange. 
t } • 
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Urbanism results from this regime of creation, circulation and appropriation of surplus-value in capitalist 
industrialization [Harvey, 1973, 231]. 
The growth of linked urban spaces, analyzed in the optic of the progression of areas and densities, 
reflects the evolution of the relation between centre and periphery. The centre occupies the function of 
the geographical framework for a system of institutions which manages the resources of the territory as 
a whole. The structure of system of urban spaces represents an inter-linked hierarchy of communities, 
within which a dominant class takes the decision relative to capital. 
Urban growth is thus a territorial mechanism of convergence, concentration and enlarged 
reproduction of capital which tends to restrict the periphery to the double function of provider of primary 
goods and consumer of finished products, A fundamental aspect of the question of city-based urbanization 
is the relationship between town and country. Through the phenomenal appearance of the relation between 
town and country is seen the essential pivotal relation of centre-periphery in a mode of production: class 
relation and social division of labour, inscribed within that specific mode of production, offer an account 
of territorial development [Lefebvre, 1973]. The differential growth between town and country is central 
to city-based urbanization processes. 
The development of the city-based urbanization is based upon the concept of the industrial 
production system of a city extending from core through the regional periphery. In this model, the central 
cities mainly benefit from urbanization through mechanisms of transfer of value. The transfer can be 
structurally identified by the tendency towards concentration along the continuum which stretches from 




It is believed that the capacity of maintaining economic growth and social welfare in urban areas 
mainly rests on 1) the transfer of a social product generated in peripheral areas, 2) direct exploitation 
withiii specific urban activities, and 3) the increase of inter-urban exchanges. The fashion by which 
surplus-value is accumulated, and the urbanization phenomenon shaped, follows political borders and 
topographical confines, but also systemic limits and technological advancement. The evolution of different 
spatial shapes of urban dynamism can be characterized by the successive appearance of different transport 
modes [Claval，1981; Bastie and Dezert, 1980]. It can thus be asserted that the mobility factor influences 
the conditions of concentration and diffusion of capital through urban space, if not through class. 
The mobility of capital shapes urban development. Consequently, the exchange mediators are 
central to urban growth. Business intermediaries involved in global exchange of capital and commodities, 
such as commodity brokers, corporate offices, financiers and wholesalers, influence through competition 
the formation of, and change in, the system of global urban areas [Meyer, 1991, 393]. Intermediaries in 
non-local exchange are pivotal instruments, to be considered business actors accountable for changes in 
accumulation rates in a world system of metropolises. Large urban areas are theatres of accumulation. 
Capital accumulation leads, through exchange, to the convergence in the sphere of consumption and to 
the divergence in the sphere of production [Armstrong and McGee, 1985]. This favours the dominance 
of global metropolitan areas. 
However, the common interpretation of urban development describes places where the populations 
are concentrated in geographically defined settlements, and where much or most of the population is 
separated from the land as the provider of basic necessities. The city-based urbanization model does not 
adequately reconcile reality in historical and developmental circumstances where the landscape between 




where inhabitants are involved in a multiplicity of economic activities. What is questioned here is the 
conventional perspective based upon Western urban paradigms that dictate that the respective specificity 
of rural and urban activities remain distinct as urbanization progresses. On the contrary, the interpretation 
of urbanization which, the author believes, best describes Zhujiang Delta is fundamentally rooted in the 
conventional Marxist notion that the rural-urban divide is abolished as the process of urbanization unfolds 
through industrialization. 
REGION-BASED URBANIZATION 
Its has been established that Asian urbanization, and more specifically urbanization in "Monsoon 
Asia"，lies in different circumstances of territorial life and that it consequently needs to be explained by 
different processes. 
The orthodox definition of the rural - urban transition is inadequate to describe the processes 
actually taking place in Asia. This follows mainly three common misinterpretations [McGee，1991，4-5]. 
First, the conventional models are biased by the belief that a clear-cut distinctiveness of urban - rural 
activities will persist as urbanization progresses. Technological development, such as those related to 
transportation and communication, added to different patterns of commodity production, influences the 
form and composition of human settlements, and renders for the diversification of activities along the rural 
-urban continuum. 
Second, conventional definitions are inaccurate when they assume that, because of agglomeration 
economies and comparative advantages, urban transition is predetermined and population will concentrate 




because of the spatial juxtaposition of the peripheries of large city, demographic densities in Asia's rural 
and urban areas offer a different socio-economic landscape. 
Third，Western paradigms of urbanization are not readily transferable to Asian countries. The 
principal underlying mode of production has long transformed itself, mainly following technological 
development and its incurrent time - space collapse. The processes which are transforming many densely 
populated areas of Monsoon Asia's need fresh insight. 
These inadequacies in explaining region-based urbanization are partly resolved by the concept of 
desakot(P. This concept describes a new configuration of dynamism in Asian inter-city spaces. The 
concept implies the growth of complementary activities within the regional urban - country sphere. The 
persistent demographic growth within metropolitan boundaries and the spread of urban radius induce the 
development of industrial and service activities outside and between metropolitan areas. Desakota will 
frequently occupy the space alongside main communication arteries between large agglomerations. This 
expansion of non-agricultural activities encompasses the transition of village to town economies. Five main 
features of desakota have been outlined [McGee，1989，94-5]: 
1) The population living in desakota areas have switched away from mainly traditional (often 
subsistence) agriculture, towards the generalization of cash-crops. But also, a diverse mixture of transport, 
commercial and industrial activities blend together, sometimes even within a single household. Social 
classes tend to form or to further develop with the formation and appropriation of capital. 
1 i n B a h a s a s ( I n d o n e s i a n ) l a n g u a g e , desa m e a n s v i l l a g e a n d kota m e a n s t o w n [McGee, 1989】. 
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2) Consequently, an intense mixture of economic activities characterizes these zones. The land-use 
diversifies to a point where it offers agriculture, cottage industry, commercial and industrial areas side-by-
side. Both social and technical divisions of labour expand. 
3) This results in the increase of mobility and exchanges. Boosted diversity of activities in 
desakota brings on added circulation and trade of goods and information. Since markets prosper from the 
magnification of local exchange, growth is not interpreted as being transmitted in a top-down nor bottom-
up fashion, but mainly horizontally, along trade corridors between urban centres. 
4) The diversification of production activities leads to the increase in female labour participation. 
The deepening of the gender division of labour stems from the differentiation of economic activity, 
especially with the introduction of labour intensive industries, but also with the expansion from subsistence 
mono-crop cultivation to cash crops and livestock. 
5) The last feature represents the sum of the preceding developments, at least from the point of 
view of state authorities. It pertains to the "mode of integration" of those zones within regional and 
national economies. Along the economic continuum of ex-ante central planning to ex-post m^vkQi anarchy, 
the desakota forms a "grey" (or invisible) area characterized by the growth of the informal sector and 
small-scale operators, and by the real-term decrease of state power. The development of private activities 
answers to the lack of state provisions, furthering the inadequacy of state policy. Processes leading to 
uncontrolled exploitation of land, resources and, mainly, people, appear as alarming features. 
These features indicate the development of the social and technical divisions of labour. Social 




of mobility, the expansion of the proletarianization of female labour, and the absence of policy to 
safeguard the social and physical environments, indicate the extent of the transformations. These processes 
are the result of changes in the dominant mode of production and increases in exchanges between more 
compact areas of human settlement, upon which they feed. The desakota is an integral part of a larger 
spatial entity, the megapole. 
The concept of megapole [McGee and Wang, 1992，3] is put forward to model large scale 
urbanization processes in Asia. A megapole is a densely populated space of interaction which can stretch 
out up to several hundreds of Km and which constitutes a national economic nucleus. It is characterized 
by rapid socio-economic change, by increasing integration to the world economic market, but also by 
major infrastructure inadequacies and environmental degradation. The configuration of the built-up area 
within the megapole has taken mainly two forms, the EMR or the MUR [McGee and Macleod, 1991]. 
In the first case, the "extended metropolitan region" (EMR) describes the development of a main 
metropolitan core around which gravitates several urban centres, between which desakota develop. Other 
areas remain dominantly agricultural, often unspecialized, characterized by subsistence cropping and 
economic marginalization, and subjected to emigration. 
In the second case, development is characterized by the spatial integration of Asian EMRs through 
the overlay of urban cores. These areas are known as mega-urban regions (MURs). The precept of MUR 
is a network of large, developing cities, where growth transmission in between urban cores re-enforces 
itself through feedback processes. The MUR is consequently some kind of Asian equivalent to the Western 
megalopolis, but where inter-metropolitan spaces are characterized by high density of occupation and large 
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diversity in land-use. Their development is bonded to the prevailing internationalization of commodity 
production. 
The identification of desakota processes in Zhujiang Delta reveals the character of the urbanization 
process. The transformation of the landscape between the Hong Kong and Guangzhou EMRs displays 
powerful images of the bearing effect that capitalist industrialization has on a traditionally agrarian 
environment. The next section explains the process of urbanization by analyzing the principal reforms of 
state policy in China which led to territorial development, and maps the outcome in Guangdong. The 
restructuring of Hong Kong industrial capital is identified as a catalyst of region-based urbanization of 
Zhujiang Delta. 
ZHUJIANG DEVELOPMENT 
Contemporary development in China is promoted through decentralization of control and authority. 
Two types of processes are operated [White, 1991b, 215]. The first is an economic mechanism in which 
production planning, coordination and management are devolved from public administrative levels down 
to different levels of public and private enterprises. It is institutionalized by rural and market reforms. The 
second is an administrative process by which powers of territorial management are given out to A) lower 
levels in the hierarchy and to b) coastal areas. These two processes are analyzed in turn. 
RURAL AGRICULTURAL REFORM 
The first item on the agenda of the reform era in China was the development of the "responsibility 
system" in rural areas. This system transfers the rights of agricultural production from organized 
production brigades to individual families. The establishment of contracts links the families directly to the 
1 , 
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state through minimum output quotas. The central government retains land ownership, but land is rented 
out to the farmers, so it becomes effectively theirs for the duration of the contract. This new regime gives 
the farmer discriminatory rights over the means of his own labour. As long as the basic agricultural output 
quotas stipulated in the contract are attained, land-use may serve just about any purpose. This system 
allows the realization of an economic surplus, as agriculturalists may exchange in free markets their goods 
produced in excess or beside stipulated quota. This restructuring of territorial management consequently 
favours the mobility of peasants from the rural agricultural areas towards local and regional markets in 
order to exchange agricultural and craft goods. Also in rural places, the demand for goods and services 
formerly offered by work units, and the growth of a new demand, has an impact on the expansion of local 
economy. 
The abolition of the communal division of labour has given back to farmers the responsibility of 
agricultural production. The fragmentation of cultivated land has not reduced production efficiency; often, 
land contracts are transferred from one household to another, concentrating land in the hands of "skilled 
farmers". This demonstrates a process of rural labour transfer whereby agricultural labour can move into 
foil-time non-farm production while others specialize in efficient agricultural production [Chang and 
Kwok, 1990，148]. The right to transfer lots expedites the diversification of land-use. 
The impact of the rural reforms are apparent in space. Most regions demonstrate noticeable 
expansion of the gross value of agricultural output") (GVAO, map 4.1.)- Apart from Shenzhen and 
Foshan in the delta, and Luoding towards the west of the province, every county and city increased their 
GVAO over the decade. Although there appears to be strong diversity between regions, the west 
1 G r o s s v a l u e o f a g r i c u l t u r a l o u t p u t c o m p r i s e s t h e t o t a l v o l u m e o f p r o d u c t s r e s u l t i n g f r o m 
f a r m i n g , f o r e s t r y , a n i m a l h u s b a n d r y , s i d e l i n e o c c u p a t i o n s a n d f i s h e r i e s , e x p r e s s e d i n v a l u e t e r m 
[SYC, 1986】. • 
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MAP 4 . 1 . 
Variation of gross value of agricultural output in Guangdong* 
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perimeters of Zhujiang and Guangdong generally demonstrate stronger GVAO increases. But within the 
core of the delta, two particularly interesting phenomena are observed. First, apart from the Baoan -
Dongguan • Guangzhou corridor, most areas demonstrate relatively low increases of GVAO. Second, the 
peripheral counties around Guangzhou city have not significantly increased their agricultural output value. 
The presence of the largest provincial market for agricultural products has not benefitted the agricultural 




U r h a n a r e a i t s e l f , a t , e a s t 丨n t e r m s of cash-crops, hence the presence of fruitful agricultural activities in 
Chinese urban areas. In the core of the delta, increases ofGVAO are generally stronger on the west bank 
than on the east bank. 
MAP 4 . 2 . 
Variation of cultivated land area in Guangdong*, 
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These increases are not concomitant with the variation of cultivated land areas (CLA, map 4.2.). 
One general characteristic of CLA which sheds few exception is the fact that most counties and cities in 
Guangdong have decreased the spatial extent of cultivated areas. More precisely, besides the area of 
< I 
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Shimde on the west bank, the South-central part of the province shows largely decreasing CLA, 
culminating in the Shenzhen - Guangzhou corridor. This indicates the tendency to diversify land-use, 
mainly by transport, industrial, commercial and residential construction. The urbanization of the teiritoiy 
does not however indicate decreasing returns of value in agricultural activities, as there is no direct 
relationship between the variation of GVAO and the variation of CLA. The correlation coefficient between 
GVAO variation and CLA variation reveals that the two are not spatially associated (-0.05，appendix 4.1). 
The intricacy of the GVIO - CLA relationship appears in the lower Zhujiang Delta. The variation of 
GVAO is stronger in Baoan (2.53) and Dongguan (2.22) than it is in Shunde (1.45)，but the CLA has 
actually increased in Shunde (1.12) whereas it has decreased in Baoan (0.62) and Dongguan (0.75). The 
relationship appears lopsided. 
Obviously, many factors influence these developments, and subsequently, the income levels of 
population involved in agricultural activities. These factors, such as the diversity and nature of crops and 
quality of cropland, technological level, the proximity and characteristics of markets for fresh products, 
and the growth of the urbanized space, will vaiy in a way which reflects the evolution of the spatial 
economy as a whole. The relationship between agricultural development and urbanization is not necessarily 
antagonistic. 
One way to analyze the value of agricultural development is to divide GVAO variations by CLA 
variations. The results are presented in map 4.3. They indicate that the higher variation rates of GVAO 
per mou of CLA are generally found near large agglomerations: Haikang by Zhanjiang in Western 
Guangdong; Qujiang surrounding Shaoguan in the north; Chaozhou and Huilai near Shantou in the east. 





The situation is more complex in the delta. Cities and counties in the west (Enping，Gaoming, 
Gaoyao and Zhaoqing) reveal strong increases of average GVAO per cultivated surface. The Shenzhen -
Guangzhou corridor also attains high growth rates. But the place which achieved the lowest rate is the 
only areas to have increased total CLA (Shunde, map 4.2.). It is believed this phenomenon can be 
explained by the fact that, on one hand, the addition of agricultural activities on the west bank, mainly 
dike-pond agriculture-pisciculture [Lo, 1989，410], are more land intensive than existing activities on the 
Variation of gross value of agricultural output 
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MAP 4 . 4 . 
Net income per capita in rural households 
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east bank. And, on the other hand, the transformation of agricultural land to non-agricultural use on the 
east bank mainly targets lots which previously sowed grain harvests. A larger share of the remaining CLA 
is dedicated to high-added value farming. 
It remains that the delta area is the most profitable for the production of agricultural values. This 
is illustrated by the mapping of cumulative rural households net income per capita for the 1980-1989 
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decade (map 4.4.). Rural households (nongcun hukou) mainly designate agrarian populations, but does not 
restrict them to agricultural activities. With the implementation of the reforms, peasants who are 
autonomous in terms of housing and food needs are allowed to dwell in cities and towns, although they 
still officially remain designated as part of the rural population (zilikouliang hukou). These people, and 
those which are granted temporary residence in urbanized areas, are different from the transient or illegal 
migrants. Consequently, map 4.4. does not only reflect farming activities, but also the non-agricultural 
endeavours of rural populations. 
The spatial tendency which appears on map 4.4. demonstrates the convergence of accumulation 
potential towards Zhujiang Delta. The presence of major producer and consumer markets in the most 
densely populated areas of the province demonstrates a rationale which is identified with the development 
of market mechanisms. The agriculturalists working in proximity of the largest urban markets have mostly 
gained from changes in the rural economic policy. The relative increase in agricultural revenue has, in 
number of places, reduced the income disparity between town and country, and even, in the case of the 
best agricultural fields, reversed the order [World Bank, 1985]. The socio-economic divide between town 
and country is blurred. 
Also, agriculturalists belonging to non-central areas or to enclaved territories have further suffered 
from the re-adjustment of the agricultural price support mechanism that came with decollectivisation [Gao, 
1987]. The peripheral areas have few chances to accumulate capital, let alone reproduce it. 
The rural reforms have enabled economic restructuring by the rationalization of the agricultural 
production sector. This rationalization has however uncovered a fundamental constraint in the rural 
employment structure. Labour coordination, which appeared with under afagade of full employment 
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during the regime of the production brigades, now appears with all the complexity of a developing market 
system. If familial land exploitation has enabled capital accumulation in better endowed rural areas, it has 
also exposed a rural landscape of tremendous manpower surplus. Redundant rural manpower has translated 
into unemployed non-agricultural labourers, which represents an additional socio-economic burden. 
The World Bank [1985] estimates that annual growth of rural and urban manpower in China for 
the 1980-2000 period will be of some 10 million people. The rural areas will then count 520 million 
labourers, of which only 200 million will be employed in farming activities. At the present time, there is 
an estimated 170 million surplus rural labourers [UPI, 9/7/1993]. It is estimated that this amount of 
unemployed farmers will increase to over 300 million by year 2000. The city-system can only provide 
employment for a small segment of this surplus labour. Consequently, rural industries will need to provide 
employment if a massive rural exodus is to be avoided. These already employ an estimated 95 million 
rural labourers [UPI, 2/17/92]. Nevertheless, systemic forces attract jobless peasants towards the cities 
located in high economic growth areas(1). The labour surplus has the possibility to migrate, which was 
not the case before the reforms in the presence of work units and absence of exchange markets. In just 
about all of China, the quantity of migrating population seeking employment is increasing, as masses of 
rural labourers are waiting to be enrolled in the new economic development policy. 
Zhujiang Delta receives millions of immigrants each year, most of which are expelled by local 
authorities [Reuter, 2/19/92]. The number of illegal migrants and transient dwellers was estimated to hover 
above the 1.5 million mark in Zhujiang Delta alone [Xu and Li, 1990，55]. Concomitantly, official 
statistics demonstrate that the growth of employed labour force of society does not concentrate in the delta. 
1 A s u r v e y c o n d u c t e d i n r u r a l a r e a s o f H e n a n p r o v i n c e b y t h e R u r a l L a b o u r D e v e l o p m e n t I n s t i t u t e 
o f c h i n a f o u n d o u t t h a t 81 p e r c e n t o f r e p o n d a n t s " d i d n o t w a n t t o w o r k t h e l a n d " , a n d t h a t 3 m i l l i o n 
p e a s a n t s , a t h i r d o f H e n a n ' s e s t i m a t e d s u r p l u s l a b o u r , h a d l e f t t h e f a r m to s e e k t h e i r f o r t u n e s i n 
c i t i e s i n 1 9 9 2 [UPI, 9 / 7 / 1 9 9 3 ] . . 
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Employment growth (map 4.5.) is distributed across the province, with mainly two areas attaining very 
high growth rates. In the east, Luhe county demonstrates a high growth rate of employment, but remains, 
at the end of 1989, in the 85th position in terms of the absolute employment figure. The second area is 
composed of Baoan county and Shenzhen city. In terms of total provincial employment by county or city, 
they are respectively ranked 68th and 6th. This employment growth is not the result of new opportunities 
in the agricultural domain. In Baoan and Shenzhen, as well as throughout the province, employment 
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growth is principally associated with the increase of industrial production and related services. The relation 
between the two is demonstrated by the high correlation coefficient which links employment growth and 
variation of the gross value of industrial output (0.86, appendix 4.1.). This confinns the key role of 
industrial reform in the absorbtion of rural surplus labour. 
RURAL INDUSTRIAL REFORM 
The state needs to promote employment opportunities on the basis of the diversification of local 
economies. In 1984，Chinese authorities officially sanctioned private industries and promoted the 
development of services in rural areas. The mandate of these new industries was to absorb idle labour, 
to generate rural income and to help with the economic integration of the rural space in the national 
economy. That year, the official number of rural enterprises quadrupled, increasing from 1.35 million to 
over 6 million enterprises. In 1985，these industries produced three times more goods and services than 
in 1983 [Wong, 1988]. In 1989，the private sector, which by then included much of the rural economy, 
accounted for 69 percent of China's total employment [Kraus，1989]. Over the 1979-1987 period, 6.7 
million of Guangdong farmers switched away from the primary sector of the economy towards the 
secondary and tertiary sectors; all but half a million of them were employed in rural enterprises [Sit, 1991， 
167]. 
Map 4.6. demonstrates the variation of industrial enterprises in Guangdong counties and cities. At 
first sight, the major growth area appears along the eastern coast, adjacent to Shantou SEZ. This is 
undoubtedly a growing industrial region of coastal China. The two counties of Chaoyang and Huilai 
totalled over 7 300 new enterprises during the decade. In 1989，they accounted for 10.6 percent (ranked 
second) and 5.2 percent (ranked sixth) respectively of the total number of new industrial enterprises of 
t 
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the province. Shantou SEZ, surprisingly, was ranked a low 2沪 in the province, with a growth rate of 
1.85, which meant only 349 new enterprises, or 0.8 percent share of Guangdong's new industrial business. 
MAP 4 . 6 . 
Variation of industrial enterprises in Guangdong* 
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In spite of the eastern development, map 4.6. also indicates the emergence of an economic growth 
corridor, which appears on the east bank of Zhujiang Delta. With Shenzhen at its head, the area reaches 
back in the rural Hinterland of Longmen county, where it seemingly disperses in the periphery. The core 
of the growth corridor is composed of Shenzhen, Baoan, Dongguan, Huizhou and Boluo, and accounts 
！ 
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for over 32 percent of all new industrial enterprises that appeared in Guangdong during the 1980-1989 
period. Among them, Dongguan leads the province with 9 197 new enterprises, which accounts for nearly 
20 percent of all new industrial enterprises in Guangdong. Baoan is ranked fourth, with 3 188 new 
enterprises, or about 7 percent of provincial total. These areas attained some of the largest per capita rural 
household net income of Guangdong (Shenzhen omitted), and Baoan and Dongguan displayed strong 
increases of their GVAO rates. This suggests an area of mixed and intense economic activities. 
The increase of industrial enterprises on the east bank is balanced by growth on the west bank. 
The third highest share of new industrial enterprises belongs to the county of Nanhai, which nurtured 
4 365 new enterprises, or 9.4 percent of the provincial total. Shunde ranked fifth, with 6 percent of the 
provincial total. It counted 2 709 new enterprises over the decade. 
Another conspicuous phenomenon lies in the apparent disparity between the southern and northern 
divide of Guangdong. Apart from circumstances surfacing in the city of Shaoguan and in the mountainous 
area of Lianshan county, it appears that the policy of promoting local employment growth through 
entrepreneurial development has not succeeded, and it can be conceived that these areas are actually under-
developing. 
This is partially confirmed by mapping the variation of the gross value of industrial output0) 
(GVIO, map 4.7.)- There is little new industrial development in the north of the province. T h e 
stronger variations of GVIO have taken place on the east bank of Zhujiang. Baoan county and Shenzhen 
SEZ (which together constitute Shenzhen municipality) have attained the two highest provincial GVIO 
1 G V I O i s c a l c u l a t e d a c c o r d i n g t o t h e " f a c t o r y " m e t h o d , b y w h i c h t h e v a l u e s r e f l e c t t h e w o r t h 
o f t h e f i n i s h e d p r o d u c t i n s t o r a g e , a n d t h e v a l u e o f a l l r e l a t e d i n d u s t r i a l s e r v i c e s [SYC' 1 9 8 6 ] . 
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growth rates. Huizhou came in fourth, following Zhuhai SEZ. On the whole, most areas of strong positive 
GVIO variations are localized within the perimeter of Zhujiang Delta. 
If the strongest variation of GVIO appears in Shenzhen municipality, the hub of GVIO 
development generally lies in the western half of Zhujiang Delta, where there are fewer new enterprises. 
Apparently, a joint phenomena of development of established enterprises, of appearance of new, large 
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scale establishments, and perhaps the specialization in higher added-value production lines, have enabled 
this area to attain high growth rates of industrial value. The fact that GVIO variation is linked with the 
development of larger enterprises is supported by a strong correlation coefficient between GVIO and 
increases of employed labour force (0.87, appendix 4.1.)，and backed by the fact that there has been a 
prevalently weak rate of expansion of new industrial establishments in that area (map 4.6.). 
The suggestion of the development of larger industrial enterprises on the west bank is partly 
confirmed by map 4.8.，where the variation of GVIO is linked to the rate of change of the number of 
establishments. The Siyi area (see p. 13)，along with Zhongshan and Zhuhai, demonstrates the highest 
averages of GVIO per establishment. The industries which have developed in those places have a higher 
organic composition of capital. It becomes clear that the rate of change of both agricultural and industrial 
activities on the west bank is generally different from that of the east bank. 
The cumulative GVIO concentrates in the core of the Delta (map 4.9.). Guangzhou shows the 
highest single share of accumulated GVIO. This reflects the concentration of population and industries in 
the provincial capital. GVIO production over the decade also ascertains that both banks of Zhujiang delta 
have manifestly higher levels of industrialization than the rest of Guangdong. On the west bank, Nanhai, 
Zhaoqing, Shunde and Zhongshan have cumulative GVIO sums which are comparable to those of 
Dongguan and Shenzhen on the east bank. Zhuhai, Baoan and Panyu however lag behind. Elsewhere in 
the province, the city of Maoming stands out in the west. Generally, the occidental perimeter of the 
province displays higher levels of industrialization than its oriental counterpart. In the east of the province, 
the Chaozhou area (see p. 13) however betokens another centre of industrial development. Notwithstanding 
these development, the delta is once again the centre of accumulation. 
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One particular aspect which needs to be mentioned is the fact that the spatial distribution of 
cumulative GVIO production is strongly associated with the sum of Chinese investment in fixed assets(,). 
The association displays a strong correlation coefficient (0.91). This reflects the build-up of productive 
T o t a l i n v e s t m e n t i n f i x e d a s s e t s c o m p r i s e s a l l i n v e s t m e n t s in f i x e d a s s e t s by： 
- S t a t e - o w n e d u n i t s . 
- f o r i n d u s t r y ； b a s i c c o n s t r u c t i o n i n v e s t m e n t in i n d u s t r y . 
- f o r c o m m e r c e ； b a s i c c o n s t r u c t i o n i n v e s t m e n t i n c o m m e r c e , c a t e r i n g s e r v i c e a n d 
m a t e r i a l s u p p l y s e c t o r s • 
- S t a t e - o w n e d i n d e p e n d e n t a c c o u n t i n g i n d u s t r i a l e n t e r p r i s e s . 
- f i x e d a s s e t s o f c o l l e c t i v e - o w n e d i n d u s t r i a l e n t e r p r i s e [ H s u e h a n d Z h a i , e d s . , 1993). 
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forces through the urbanized space. Layers of accumulation result in the fact that some cities and areas, 
traditionally more industrialized，remain central to the transformation of resources and the accumulation 
of wealth. However, the geographic pattern of production is transforming itself under the pressure of 
functional capital. This is demonstrated by the fact that the spatial variation of GVIO (as presented in map 
4.7.) is not associated with the accumulation or variation of fixed assets of national origin (with respective 




investment (correlation coefficients of 0.83). The transformation of the industrial landscape is the corollary 
of the increasing weight of functional capital. It is explained by the instigation of the Modernization 
policy, since the financing of this national development program relies heavily upon attracting international 
capital investment. An overview of the strategy demonstrates how containment zones were established to 
fbel the reforms with foreign investment, and how it then led, by a spill-over effect, to the industrialization 
and urbanization drive in Zhujiang Delta. 
FOREIGN INVESTED DEVELOPMENT 
In parallel to the decollectivization movement and market reforms in rural China, the Chinese state 
has implemented policies which grant specific coastal areas more economic autonomy. Since 1979, the 
cities of Shenzhen, Zhuhai and Shantou, in Guangdong province, and Xiamen, in Fujian, were upgraded 
to the administrative level of municipality. They benefitted from public investment for the development 
of urban infrastructure inherent to the promotion of foreign investment. The public investment 
concentrated in the construction and transport sectors [Comtois et al, 1992]. They became the first four 
special economic zones (SEZ) of China. In April 1984，fourteen coastal portuary cities were opened to 
foreign investment as they received the status of economic and technical expansion zones (ETEZ). In 
1985，the deltas of Zhujiang and Changjiang rivers, the Liaoning and Shandong peninsulas, as well as 
Hainan island, were all declared EDZ. In 1987，Zhujiang Delta EDZ was enlarged. In May 1988，Hainan 
island became the fifth SEZ. 
In 1979，when the policy was first implemented, the SEZs acted as the spearhead of the Chinese 
economy to penetrate the world economic market [Chu, 1986]. At the same time, they were set up to 




mainly resulted from the need to finance the national development strategy. China adopted and developed 
an export-processing model. 
The model of export-processing zones is adopted to implement national export-oriented production 
strategies，a position which has become popular in both developed and developing economies. The export 
processing zone concept was developed in order to control, through containment, functional capital after 
it was realized and accepted that the widely adopted export-led economic growth theories suffered from 
severe deficiencies [Frank, 1984，212-219]. The arrangements within these geographical enclaves are based 
upon packages of economic concessions accorded by the hosting nation-state to guest multinational 
corporations. Productive and reproductive industrial infrastructure are made readily available to promote 
processing and assembly of primarily imported raw materials and manufactured components. The main 
objective in developing these zones is then to attract and contain foreign investment, to create employment 
and promote technological transfer. The main critique regarding the development of such zones stems from 
the over-exploitation of labour, from a lack of return to government subsidies and infrastructure 
development, and to the scarcity of adequate technological transfer [Wu, 1989，71; Dicken，1986, 145， 
171-179]. The transplantation of labour intensive segments of production activities from advanced 
economies to developping economies was largely guided by the development of these zones. The 
establishment of export-processing zones in developing economies represents the institutionalization of 
industrial capitalist core-periphery patterns [Sassen-Koob, 1987，62]. These export processing zones, as 
in the case of the SEZs in China, seek to promote development by furthering export-led industrialization 
fuelled by foreign investment and technology [Sklair, 1991，199]. The "opening to the outside" (OTTO) 




More precisely, in China, the impetus underlying the development of the SEZs is four fold. A first 
element which explains the development of the SEZs is the need to modernize China's industrial 
production technology. It was believed that the SEZs would facilitate exchanges of knowledge, mainly 
through the establishment of mixed corporations. 
The second element which justified the application of such a policy in China was the necessity 
for China to integrate modern management, employment and formation techniques, and to facilitate their 
diffusion. The new industrial policy entailed that factory directors needed to acquire knowledge concerning 
the structure and needs of a system based upon market economy mechanisms. 
The third point concerns the strengthening of horizontal transfers of technological know-how. The 
development of light industrial activities in rural environment, associated with the decollectivization 
movement of the rural reform, needed to be coupled with the diffusion of the new production techniques. 
This, in order to go beyond craft-work type assembly processes, which produce only minimal returns 
[Niehoff, 1987]. This is why enterprises from all over China were encouraged to establish branch-offices 
in the SEZs. 
The fourth and last point which explains the establishment of the Chinese containment zones 
policy is linked to the concept of transition. The SEZs were to help screen out ideas, information and 
investment capital from the world economic market. The structure of the Cantonese territorial community 
seemed to indicate that Southern China had the most potential in attracting outside influence. This is 
explained by the fact that the Chinese diaspora essentially concentrates in Hong Kong, Taiwan and Macao. 
The proximity of those ethnically similar territories, well incorporated in the world economy, left the 
government to believe that meridional China was most susceptible to benefit from foreign economic 
t 
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influence, notably through the maintaining of contacts with "overseas" Chinese [Wang and Bradbuiy, 
1986]. Guangdong is the province in which emigration in the contemporaiy era has been most important. 
The Chinese population which has family abroad, and former emigrant which eventually returned to 
Guangdong, account for about one fifth of the province's total population [Peterson, 1988]. 
The territorial containment zones originally served the purpose of re-integrating China into the 
world economic market. As principal beneficiaries of national public investment, and because of other 
comparative advantages, the SEZs were led to maintain high levels of economic growth. However 
unevenly distributed, that surplus was invested in territorial infrastructures, and urban space was created. 
China's reforms were based upon decentralization policies, which were adopted to favour national 
economic development. Local authorities were given the right to negotiate small-scale contract, mainly 
export-processing arrangements with foreign companies [Smart and Smart, 1991, 224]. Local authorities 
were also given discretionary powers regarding the land-use fees and tax holidays. This resulted in them 
giving priority of basic supplies to multinational corporations, charging fees at state-owned enterprise level 
[Thoburn et al., 1990，132]. But as foreign multinational corporations were accorded special tax breaks 
and other economic incentives, they were also attracted by the continuous development of industrial and 
transport infrastructure, and cheaper land and labour, outside the original export-processing zones. Chart 
4.1. demonstrates that foreign capital was accumulated outside the containment zones before the EDZ 
policy was implemented. From 1980 through 1984，more than US$b 441 had been investment in 
Guangdong outside Guangzhou, Shenzhen and Zhuhai. If China's industrial policy emphasized control 
over functional capital through the development of containment zones, it is difficult to imagine, given the 
reforms, what mechanism could have prevented the diffusion of capitalist industrialization outside the 
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SP1,,"°Ver ^ 6 b e e n 狄 侧 officially recognized by the creation of the EDZs. 
At the end ofthe first decade ofthe OTTO policy, fimctional capital had flooded the delta, as well 
as spilled out throughout most ofthe province (map 4.10.a.) The spatial distribution can be generalized 
as following three outlines. 
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A first area is defined by the core of Zhujiang Delta. It is the principal recipient of foreign capital 
in Guangdong. Leading it is Shenzhen city, which received 33 percent of all foreign investment in 
Guangdong for the 1980-1989 period. The three administrative units of Shenzhen, Baoan and Dongguan, 
which compose the east bank of the delta, received together 43.6 percent of total foreign investment in 
Guangdong. Guangzhou city received the second highest single share of foreign investment, which 
amounted to 14.9 percent of the total amount. On the west bank (in this case Foshan, Jiangmen, Shunde, 
Zhongshan and Zhuhai), 21.4 percent of Guangdong's total foreign capital was invested. Cumulatively, 
the core of the delta gathers 80 percent of all foreign investment in Guangdong for the 1980-1989 period. 
The second outline for foreign investment is Zhujiang EDZ. It cumulates over 86 percent of all 
foreign investment in Guangdong. Every county and city which were included in the 1985 EDZ belongs 
to the first or second interval class. They have each received over US$m 20.5 in investment. However, 
some areas which were added in the expansion of the EDZ in 1987 have received comparatively less 
investment. 
The third outline of foreign investment follows an east-west axis along the South China Sea 
shoreline. On the east side, foreign investment concentrates in the Shantou SEZ and its Chaozhou 
Hinterland. Shantou received 4.5 percent of total foreign investment, which ranks it fifth in the province. 
On the west side, foreign investment concentrates in the port city of Zhanjiang (ranked eighth), which 
received 1.8 percent of total foreign investment in Guangdong. 
Foreign investment remained dominantly concentrated along the banks of the delta. But the map 
also reveals the attraction towards the Siyi area, an area which was part of the original 1985 Zhujiang 
EDZ. The same applies for Zengcheng. The two cities of Zhaoqing and Huizhou, which were integrated 
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in the EDZ in its enlargement in 1987，are also identified as major recipients of foreign investment. This 
demonstrate local reliance on non-local capital. 
The spatial variation of this reliance is better represented by the degree of economic aperture of 
different localities. The aperture degree is a ratio which represents the level of foreign investment as a 
proportion to national investment, calculated over the 1980 - 1989 period. It indicates the level of opening 
by which foreign capital is likely to influence the development of the indigenous production economy 
(map 4.10.b.). As expected, the delta dominates Guangdong as a whole. However, more precisely, it 
appears that foreign capital is again substantially more present in the west bank of the delta than in the 
east. 
In detail, Zhuhai SEZ dominates, where foreign capital is equal to 92 percent of PRC investment 
in fixed assets. This means that, in investment terms, foreign interests have nearly as much a stake in 
Zhuhai as national forces. Second to Zhuhai is Shenzhen SEZ, which has an aperture level reaching 
61 percent. The four following positions belong to secondary urban areas (Huizhou, Foshan, Shantou and 
Zhaoqing). They have managed to attract shares of foreign investment which represent between 47 percent 
and 34 percent the amount injected by national authorities. The last two places which have aperture levels 
above 25 percent are Baoan in the east, and Gaoming in the west. 
The second class (where the aperture level ranges between 14.4 percent and 25 percent) is 
dominated by the west bank of Zhujiang Delta. This means that foreign capital investment is more highly 
involved in the development of production in the west than in the east, comparatively to PRC implication. 
In other words, the stock of industrial fixed capital equipment in the west bank is more dependent or 
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The strong correlation coefficient that associates the spatial variation of GVIO with the 
accumulated foreign investment in Guangdong indicates that part of the urbanization process unfolds in 
the wake of functional capital. The relationship between foreign investment and the urbanization of 
Zhujiang Delta is further exacerbated by the fact that the distribution of foreign capital explains to a large 
degree thq variation of the distribution of employed labour force in Guangdong, with a degree of 
association of 0.81 (appendix 4.1.). Concomitantly, there also exists a strong relationship between foreign 
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and public utilities. 
Source: thoburn et al,, 1990, p.8. 
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investment and the growth of the social product (0.84). These cases are explained by the fact that foreign 
capital in Guangdong has been invested primarily in industrial production (chart 4.2.). 
The first form of industrial cooperation between Hong Kong and Zhujiang Delta consisted of 
compensation trade and processing agreements. Several hundreds were implemented in towns and villages 
in the early years of OTTO [Thoburn et al.，1990，91]. These agreements were initiated even before the 
new policy for Guangdong was formally enunciated in mid-1979 [Kamm, 1989，348，350]. In 1986，there 
were over 60 000 export-processing and assembly agreements and 2 000 manufacturing joint ventures or 
wholly-owned ventures in Guangdong province, the vast majority of which originated from Hong Kong. 
Over the 1979-1989 period, Guangdong's share of direct foreign investment0) reached 42 percent of the 
national total. Guangdong's share of subcontracting agreements and compensation trade reached 53 percent 
of China's total, exceeding peaks of 75 percent, as in 1984 [Sit, 1991，table 5; CIECI, 1985, 316]. The 
export-processing category represented over 40 percent of total foreign investment in Guangdong. For 
example, export-processing in Dongguan county grew from US$m 2.35 in 1979 to US$m 62.69 in 1986. 
That year, in a number of delta counties, the industry grew to represent a third to a half of total output 
value. 
1 D i r e c t a n d i n d i r e c t f o r e i g n i n v e s t m e n t s (see p . 5 ) b y i n d u s t r i a l f i r m s f o r p r o d u c t i o n p u r p o s e s in 
C h i n a a r e r e g r o u p e d i n t o 5 c a t e g o r i e s . T h e s c a l e , r a t i o s a n d c o n s t i t u t i o n o f f o r e i g n - l o c a l c a p i t a l , 
m a r k e t f o r p r o d u c t i o n , a n d t h e m e t h o d s o f p r o f i t s h a r i n g m a i n l y a n s w e r f o r t h e c l a s s i f i c a t i o n： 
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In 1989，Hong Kong investors were involved in more than 10 000 joint ventures and full 
subsidiaries in Guangdong, representing 66 percent of the total direct foreign investment in China [Cheng 
and Taylor, 1991，65]. These investments (and those of Macao) represented 95 percent of total foreign 
investment in Zhujiang Delta. More than half of the Hong Kong manufacturing joint-ventures agreements 
were signed with rural or township authorities [Chow, 1989，3]. The fact that Hong Kong managers share 
the same culture and language, and often the same family ascendance, made it possible for Hong Kong 
managers to establish operations in nearby counties, probably with the discretion of local authorities. 
Dongguan authorities estimated that half of the contracts signed with Hong Kong corporations involved 
former Dongguan residents [Vogel, 1989b, 176]. Furthermore, the vast majority of these contracts 
orchestrated through kinship ties were established in rural areas [Leung, 1993, 284]. The adaptability of 
numerous small-scale Hong Kong operations, the ubiquity of available labour in the Delta, and personal 
relations, all reduced the degree of locational specificity of industrial development. Socially mediated 
arrangements, rather than bureaucratically arbitrated, promoted the diffusion of industrial activities under 
the oath of foreign capital in the Delta, hence the integration of Chinese rural areas into the world 
economic market. 
ZHUJIANG DELTA REGION-BASED URBANIZATION 
Mostly as a result of reforms in China and diminishing profits for industrial production in 
Hong Kong, the economy of Zhujiang Delta has been growing at a very fast rate. Concomitantly, the 
structure of economic activities has quickly been transforming itself. If agricultural production revenue 
accounted for 90 percent of the delta's economy in 1978，in 1990 it was industrial production which was 
responsible for 90 percent of the delta's revenues; that year, economic growth was evaluated at over 27 
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percent [Cheng and Taylor, 1991, 65]. These fundamental changes in the social division of labour are 
paralleled by a polarization reversal within the delta's city system. 
During the 1979-1989 period, the urban population of the delta has grown by an estimated 
7.7 percent annually. Meanwhile, Guangzhou's share of urban population declined from 67.1 percent in 
1978 to 50.3 percent in 1986. The share of the aggregate population of towns and small and medium-size 
cities increased from 32.81 percent to 49.7 percent. The fastest urban population growth took place in the 
SEZs，with an average of over 30 percent annually. The second highest growth rate (5.4 percent annually) 
was recorded in the small cities and towns. The slowest growth rate (3.2 percent annually) was recorded 
in the provincial metropolis, Guangzhou. Between 1978 et 1986，the degree of primacy in Zhujiang delta 
system decreased from 78.34 to 44.52 [Xu and Li, 1990，53]. 
The state policy of "cities leading counties" (Shi Dai Xiari), which redefined the administrative 
boundaries and functions of urban and rural spaces, is partially responsible for the decrease of primacy 
of the city-system in Zhujiang. This policy inflated the statistics delineating the urban population of 
different municipalities0)，by extending the urban registration to non-city dwellers. It also granted to 
municipalities mainly three prerogatives of management autonomy: 1) provincial-type economic powers, 
2) the right to build regional networks of economic cooperation, and 3) the authority to facilitate 
interchange between cities and their hinterland [Solinger, 1991，12]. The municipal governments where 
thus given access to a greenbelt and its resources. This integration of counties helped to alleviate some 
1 The distinction between municipality and city stems from the fact that no urban space may be 
designated as "municipality" unless it is first sanctioned by the State Council, and consequently 
included in the state budget, whereas the city mainly answers to size parameters. Municipalities 
consequently benefit from a non-negligible investment fund for urban infrastructure development [Ma 
and Cui, 1987] . However, presently, every city with a population of more than 100 000 inhabitants 
has been classified as municipality [Pannel, 1986]. These municipalities are also labelled 
"designated cities" (jianzhi shi). 
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urban congestion problems, by encouraging the encroachment and development of a rural, often 
agricultural, landscape. Chinese authorities were gauging that boundary change, by the hierarchical 
redistribution of administrative powers centred on the municipality, would have a stimulant top-down 
economic effect on territorial development. However, it has been demonstrated that the transmission of 
industrial development stimuli, and the diffusion of technology, does not follow hierarchic order, and that 
town and villages at the lower end of the urban hierarchy unevenly benefitted from such a re-classification 
[Leung, 1989, 244]. Consequently, since small towns are fundamental to the geography of human 
settlements in China [Skinner, 1965], an analysis of region-based urbanization must investigate their 
behaviour in regards of the introduction of functional capital. 
DESIGNATED TOWNS DEVELOPMENT 
The city system in China has long been characterized by the importance of small market-towns 
(ji zhen). The town is the lowest level within the urban hierarchy. It acts as a market and information 
diffusion centre for the rural population [Lo, 1989, 297]. This level of the hierarchical structure of the 
market system is traditional to Chinese society, where a well developed system of specialized cottage 
industries is active. For example, by the mid-1930s, approximately a quarter of the rural population was 
living in those market-towns, engaged in activities related to trade and services [Chang and Kwok, 1990， 
142]. The function of the town is industrial, commercial or administrative, and it acts as the local 
exchange market for the mainly rural periphery, the counties. 
There were 497 designated towns in Guangdong in 1980. This amount was increased to 1 445 in 
1986. There were 181 designated towns in the Inner Delta (1985 economic development zone definition, 
see p.6). In 1986，that amount had increased to 246. The fact that the quantity of designated towns has 
increased over the 1980 - 1986 period follows the administrative re-definition of designated towns. In 
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1980，the town classification mainly met demographic criteria established in 1963: between 3 000 and 
5 000 permanent dwellers, of which 70 percent or more are non-agriculturalists, or 2 500 to 3 000 
permanent residents, of which 90 percent or more are non-agriculturalists. But since 1984，if a rural 
district (xiang) has more than 20 000 inhabitants of which 10% or more are active in a non-agricultural 
field，or again, if a small settlement happens to be a county seat, the settlement or area is designated town 
[Knapp, 1992; Ma and Cui, 1987; SYC, 1985]. 
1980 and 1986 statistical data for the small towns of Guangdong was tabulated. The compilation 
reveals that there are strong discrepancies between those small towns situated in Zhujiang and those 
localized outside (Table 4.1.). Mainly, the value of industrial production has increased comparatively more 
within the delta. If，on average, the value of industrial production has doubled in Guangdong towns, the 
value produced in towns in the delta has increased by a momentous 14 times in six years. 
However, the singular growth of the value of industrial production in the average town could be 
the reflection of large increases in a few designated towns located in the fastest growing areas of Zhujiang 
Delta. This sort of change would reflect little impact on the urbanization process on the community as a 
whole, nor would it represent changes in the nature of social processes in the city-system. This supposition 
is verified by an appraisal of the relationship between non-agricultural population and industrial income 
for every town in Guangdong. The relationship is illustrated in charts 4.3. to 4.6. 
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TABLE 4.1. NON-AGRICULTURAL POPULATION, INDUSTRIAL PRODUCTION AND AREA OF TOWNS IN 
ZHUJIANG AND GUANGDONG, 1980 AND 1986. 
Zhujiang Delta Guangdong province* 
1980 1986 1980 1986 
number of towns(1) 181 150 310 283 
non-agricultural pop.b 5824 8643 9376 13049 
industrial productionb e 1319 18019 1107 2200 
Constructed surfaceb'd 0.6 1.6 0.9 2.4 
:Guangdong province figures exclude the values of the towns inside Zhujiang Delta. 
:Average per town. 
'0 000 yuan. 
d: km2. 
Compiled from Guangdongsheng Xiaochengzhen Ziliao Kuaibian, 1985 and 1987 (unpublished data). 
In the first case, the industrial revenue per non-agriculturalist in the larger designated towns in 
Zhujiang Delta seemingly demonstrate significant increases between 1980 and 1986 (chart 4.3.). In 
comparison, designated towns of Guangdong (Chart 4.4.) display less variation. 
It is valuable to note that the quantity of non-agricultural population had a causal explanatory 
potential upon the value of industrial income in the delta in 1980，but not in 1986. Linear regression in 
1980 displays a beta coefficient of 0.86 (180 cases), whereas the 1986 regression coefficient drops to 0.58 
(149 cases). In Zhujiang, the size of the non-agricultural population has ceased to be a major determinant 
in explaining the variation of the industrial income value. This is explained by the fact that, since market 
1 only the designated towns which existed in 1980 were analyzed in 1986, in order to establish 
a fair comparison between the two time periods. The newly designated towns reflect a different 
environment, compared to those established prior to the reform. Also, the discrepancy between the 
number of towns for 1980 and 1986 stem from the fact that some zhen which existed in 1980 were hot 
traceable in 1986. They either had been renamed, or incorporated in some other locality. 
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mechanisms have been introduced in the industrial economy, the mass of employed labour is less a 
compensation factor for the forces of production than the actual output value. In order words, the 
rationalization of production has uncovered the un-economic presence of surplus labour in designated-
towns. 
Another phenomenon which is demonstrated in chart 4.3. is the development of productive forces 
in predominantly rural areas. Those larger designated towns do not represent spatially well defined human 
settlements (as would the conventional notion of "town" tend to indicate), nor are those towns located in 
the immediate vicinity of larger cities. Those strong variations of industrial income are occurring in rural 
areas, hence the disclosure of processes associated with region-based urbanization. 
However, notwithstanding those trends, what is of significant interest in the study of region-based 
processes is not mainly what happens in the larger the designated towns, but what occurs in the more 
numerous, smaller localities. In both chart 4.3. and 4.4.，there is a large concentration of smaller 
settlements in the range of 1 to 10 000 non-agriculturalists. Magnification of those two areas are presented 
in chart 4.5. and chart 4.6. 
In 1986, as much as the value had slightly increased for those smallest towns outside the delta 
(chart 4.6.), an outburst of industrial income for the same scale towns within the delta indicates the 
presence and development of more industrious social processes (chart 4.5.). An explosion of industrial 
value marks the development of production mechanisms in the smallest agglomeration of Zhujiang Delta. 
It is believed that it is partly due to the inflation of the cost of production and consumption which follows 
the development of the regional industrial economy. However, since the well developed city-system of 
Zhujiang offers a high density of population and diversity of economic activities in a predominantly rural 
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environment, this industrial growth indicates characteristics of region-based urbanization. It is believed 
that the diffusion of foreign investment throughout the delta, which stems from the adoption of an export-
led industrial policy, bears responsibility for this tantrum of urbanization. The next section statistically 
evaluates the hypothesis by stepwise multiple regression analysis. 
FUNCTIONAL CAPITAL AND INDUSTRIALIZATION 
Following up with the argument that one of the leading causes of the accelerated movement of 
urbanization in Zhujiang Delta is the restructuring of Hong Kong industrial production by transplantation, 
it should appear that the growth of region-based urbanization in the delta is conditional upon the 
accumulation of foreign capital. Foreign investment is a first element in the chain of causal relations which 
leads urbanization. 
The positive hypothesis stresses that, in order to increase surplus-value by restructuring, 
Hong Kong industries must benefit from a phenomenon of transfer of value. Labour in China sustains 
most of this transfer, through the exploitation mechanism. However, since the large influx of labour which 
serves foreign capital interests requires reproduction facilities, local governments should also bare the 
strain of the process of value transfer. Accordingly, the balance sheet between revenues and expenditures 
of local governments in Guangdong should provide indications concerning the value for localities of the 
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OTTO policy in China. Consequently, the regression model includes the public balance(,) as a second 
independent variable. 
The growth of industrialization processes could also connote the development of the existing 
production apparatus in Guangdong, i.e. the development of state-owned, and urban and rural collective 
enterprises. However, since it has been explained that much of the foreign investment in Southern China 
is realized through personal inter-mediation and directed outside the principal built-up or developed areas, 
then increases of industrial value should rather be dependent of the creation of new businesses. The lack 
of flexibility of larger enterprises, and the nature of the invested contracts, should bring about the 
development of new firms. The variation of the number of industrial establishments is a third independent 
variable in the equation. 
Moreover, it has been demonstrated how Hong Kong industries have increased their surplus-value 
by reducing the share of compensation in added-value. Also, it has been explained that this situation was 
enabled by institutional reforms in China which opened new trade routes for the development of functional 
capital. Together, they compelled a vast quantity of idle labour to extract resources and produce value in 
a frontier territory. Consequently, the growth of industrial value in Guangdong should be dependent on 
increases of the employed labour force of society. As such, this labour movement, which fuels 
1 The public balance is obtained by deducting public expenditures from public revenues for each 
local government. 
The public revenue comprises： 
""“-public revenue of local government. 
-revenue from enterprises. 
-industrial and commercial tax. 
-agricultural tax. 
-other revenues. 
The public expenditure is the sum of: - p u b l i c expenditure of local government. - economic construction (basic construction appropriations). 
- social-cultural expenditures (culture, education, scientific and public health 
fund). 一 administration expenditures. - other revenues. 
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industrialization, translates largely into urbanization. Variations of employed labour force if the fourth 
independent variable. 
Finally, the export-led industrialization policy in China depends on the capacity to attract foreign 
investment. The means by which this policy is implemented are related to economic incentives, such as 
low cost input factors and tax breaks, but also to the availability of basic production infrastructure. 
Accordingly, the industrialization in Guangdong should also be partly dependent on both the growth and 
the total accumulated investment in fixed assets. They are respectively the fifth and sixth independent 
variables. 
In brief, it is proposed to statistically verify, by stepwise multiple regression analysis, if the growth 
of the gross value of industrial output (GGVIO) in Zhujiang Delta can be predicted by a model based on 
the following variables: 
a) total value of foreign investment utilized (FI); 
b) public balance of local governments (PB); 
c) new industrial enterprises (NIE); 
d) growth of labour force of society (GLF); 
E) growth of investment in fixed assets (GIFA); and 
F) accumulated investment in fixed assets (AIFA). 
A summary of the results of the multiple regression analysis is provided in appendix 4.2. The 
correlation matrix indicates strong positive associations between some independent variables and the 
dependent variable. This means they have by themselves a definite impact on GGVIO outside the 
t I 
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regression model. These three significant positive inter-correlations need to be mentioned, for they may 
affect the interpretation of the results of the multiple regression. 
First, FI is correlated with both AIFA and GLF. The relationship between the variation of FI and 
AIFA is explained by the fact that FI was initially directed towards the SEZs, as well as towards the major 
opened cities. The SEZs have been among the major beneficiaries of public investment during the 1980s. 
So they, and the cities, have received both high concentration of FI and AIFA. This explains the first 
correlation. Second, the relationship between FI and GLF is explained by the fact that industrial-related 
FI in China is mainly directed towards labour-intensive activities, thus the association between the growth 
of GLF and FI. Finally, the third correlation links the variation of PB with AIFA. AIFA is composed of 
capital directed towards state-owned enterprises, as well as towards urban construction and rural collective 
enterprises. It is consequently of public dependence, and capital is invested by the different levels of 
governments. Consequently, the higher the PB, the higher the quantity of disposable assets which may 
become AIFA. 
The statistics of the equation indicate that the results of the regression are significant. The value 
of the "multiple R" (0.92) indicates that there exist a strong association between the observed and 
predicted values of the variables placed into the equation. The value of "R Square" indicates that 85 
percent of the total variation from the mean of the dependent variable is explained by variations of the 
independent variables. Finally, the "adjusted R square" (0.84) offers a de-optimized estimate which shows 
that the model fits with the observed values. 
The variables which have been selected to compose the final equation adequately predict the value 




between the combined effect of each independent variables and GGVIO. Consequently, the null hypothesis 
is rejected. 
Four of the six proposed independent variables have been retained in the final equation by the 
stepwise procedure. They are: FI, GLF, NIE and PB. The beta coefficient (standardized regression 
coefficient) indicates that FI has the most influential impact on the variation of GGVIO. This tends to 
confirm the positive hypothesis, by which the restructuring of Hong Kong industries is considered an 
important factor in the industrialization process of Zhujiang Delta. Since FI also strongly correlates with 
GLF, it further tends to establish that the restructuring of Hong Kong industries has an impact on the 
development of region-based urbanization in Zhujiang Delta. However, since GLF is also in the final 
regression equation, the exact strength of FI as a predictor of GGVIO is somewhat blurred. 
The second independent variable in the equation is GLF. The variation of the employed labour 
force of society is a substantial factor in explaining GGVIO. The variation of employed labour force of 
society was identified as a significant factor in the cartographic analysis of GGVIO (see map 4.8.，p. 160). 
When placed in the model, i.e. when weighted in association with the other independent variables and 
these held constant, the spatial variation of employment also explains GGVIO. 
The third independent variable in the equation is NIE. The positive variation of new industrial 
enterprises causes a positive variation in the growth of the gross value of industrial output. This is 
especially interesting since this variable does not correlate with the other independent variables. The result 
indicates that the new industrial enterprises, as opposed to the development of the pre-existing industrial 
apparatus, are a significant production force in the industrial development of Zhujiang Delta when they 
are related to foreign capital and increased employment. 
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The fourth and last independent variable which is included in the final equation is PB. It shows 
the second largest influence (beta) upon the dependent variable. It is not correlated to any other 
independent variables in the equation, which means that the regression coefficient offers a more 
independent estimation of its impact on GGVIO. Also, PB does not correlate with GGVIO. It is only when 
it is put in the equation with FI, GLF and NIE, and when these are kept constant, that it induces GGVIO 
to vary as the beta coefficient indicates. The negative beta value means that PB induces an opposite 
(negative) effect upon GGVIO; when PB decreases, GGVIO tends to increase. This tends to further 
establish the hypothesis concerning the regional transfer of value. Local governments need to entail a 
relative decrease of their public revenue if they are to increase the value of industrial production related 
to foreign invested, labour intensive, new industrial enterprises. This means that the assets of local 
governments, which include state subsidies if the locality is a municipality (see footnote 1, p. 174), 
financially support the growth of the GGVIO related to foreign investment. In other words, part of the 
expenses of local governments are embodied in the commodities which are manufactured in China and 
then exported to the original producer and owner of the exchange values. In this case, it is confirmed that 
Hong Kong industries increase their shares of surplus value by restructuring, and that they are supported 
by Guangdong's local governments to do so. 
This obviously does not indicate that Guangdong localities are going bankrupt because of 
exploitation by Hong Kong industrial capital. If there is the tendency to reduce PB in order to increase 
GGVIO, they can however both be positive values, depending on the measure of the intersect. PB 
demonstrates positive balances in the lower delta (map 4.11 •)• Guangzhou dominates the province, and 
is followed by (in order): Shunde, Foshan, Zhongshan, Jiangmen and Nanhai. All of them are adjacent 
areas situated between Zhuhai and Guangzhou, on the west bank of Zhujiang. Together, they cumulate 
a share of 11 percent of total foreign investment in Guangdong. Each and every one of these places have 
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stronger public balances that the different places which compose the east bank of the delta. These places 
of the east bank cumulated over 43 percent of total foreign investment in Guangdong. They also largely 
dominate the west bank in terms of new industrial establishments and variations of GVIO. 
Also noticeable, and apart from few exceptions, there is a generalized deficit of PB in areas 
outside the delta. The convergence of capital accumulation in the delta area indicates the development of 
urbanization. 
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The argument which explains why investment in fixed assets (both AIFA and GIFA) was not 
retained by the stepwise procedure lies in its spatial distribution. It is now established that the spatial 
variation of GGVIO is strongly influenced by economic development related to foreign capital. GGVIO 
reflects, to a large degree, the OTTO policy. In contrast, the accumulation of investment in fixed assets 
(AIFA), mainly composed of Chinese industrial and commercial capital, explains the total value of 
industrial production, not its variation (0.91 and 0.45 respectively, appendix 4.1.). 
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AIFA also concentrates in the delta (map 4.12.). This is explained by the fact that a high share 
of Guangdong industrial enterprises are located there. Also, the fact that Shenzhen, Dongguan and 
Guangzhou are the largest recipient of AIFA in Guangdong confirms the polarization of the surplus of 
social product in favour of OTTO. However, the presence of state-owned and collective-owned enterprises 
throughout the province is also illustrated. This wider distribution of investment in fixed assets does not 
follow the OTTO policy and market mechanisms, but mainly the paragon of planned economy, the 
distribution of production forces in more remote areas, and perhaps the will to compensate for largely 
negative public balances. 
The cartographic and regression analysis have demonstrated some basic characteristics of region-
based urbanization in Zhujiang Delta. It has shown that capitalist industrialization has built in the delta 
the space for its own reproduction. The analysis of industries and the spatial distribution of capital defines 
the megapolitan area and the extent in which urbanization ceases to be a metaphor and reveals distinct 
characteristics. In Zhujiang Delta, urbanization conforms to megapolitan processes, and the settlement 
pattern corresponds to an EMR. 
ZHUJIANG MEGAPOLE 
The variations of cultivated land area in Guangdong (map 4.2., p. 148) is a first indicator of the 
area of Zhujiang megapolitan urbanization. The strong absolute decrease which especially characterizes 
the corridor between the two metropolitan areas of Guangzhou and Hong Kong indicates important 
transformations in the social division of labour. The landfill of cultivated fields, the levelling of hills and 
the destruction of villages open the territory for new roads and construction sites. Production and 
reproduction space is created. Many of the 12 million rural dwellers in the delta, those which were busy 
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farming in the early 1980s, have now changed daily activities. The transformation of traditional activities 
is integral to modernization; and so is urbanization. 
The transformation of the agricultural domain does not however necessarily mean decreasing 
returns for those engaged in the agrarian activities which remain. As indicated by map 4.4. (p.151), rural 
households in the delta are categorized mainly by three interval classes of net income, all of which are 
higher than elsewhere in the province. The absolute value of agricultural activities also increases over the 
period (map 4.1., p. 147). The generalization of cash-crops, the specialization in different fields of 
agricultural production, and the access to different markets render for differential increases in the value 
of production. These changes indicate the growing diversity of land-use and intricacy of exchange 
processes. The fact that towns prosper from the magnification of regional market transactions indicates 
that growth is not only transmitted following top-down nor bottom-up economic flows. One the one hand, 
horizontal exchanges between localities have followed the implementation of market mechanisms. On the 
other hand，areas which have now urbanized produce high-value agricultural products. On the whole, the 
distinction between the rural and the urban is blurred. 
A predominant distinction of the urbanization of Zhujiang lies in the different characteristics of 
industrialization which segregate the east from the west bank. The regression analysis has exemplified the 
propulsive effect of foreign investment. The link between it and increases of industrial value have been 
demonstrated for Guangdong as a whole. But in circumstances where the foreign investment is committed 
to new enterprises involved in labour intensive activities, there the localities need to invest higher shares 
of public revenue in production and reproduction activities, consequently decreasing public balance. 
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The differences in the type of capitalization between east and west mainly stems from 1) the 
proximity to the source of investment, and 2) to existing layers of accumulation. First, those areas which 
have received high levels of foreign investment and which have developed the largest amount of industrial 
enterprises are localized near Hong Kong. Since most of the capital is Hong Kong based, and since it is 
mainly associated with labour intensive subcontracting activities, large spaces, massive quantities of 
construction materials, and large amounts of young female labourers were needed to sustain and reproduce 
the industrial capital which was invested on the east bank. This investment is located near Hong Kong to 
answer to the need of static and dynamic flexibility needed in contemporary manufacturing production. 
It explains the strong increases of road transport that appears in Hong Kong's external trade figures 
(p. 133). 
Second, the west side of the delta is characterized by larger, more capitalized industrial 
establishment. As demonstrated in map 4.8. (p. 160), the gross value of industrial production per 
establishment is explicitly and increasingly higher in this area. This tends to indicate a higher organic 
composition of capital, hence higher productivity per capita employed. But the longer histoiy of 
development in the west bank goes beyond industrial production. The layers of accumulation encompass 
the social relations of production. This is illustrated by the mapping of social product per employed capita 
(map 4.13.)- Statistical figures are, on average, twice as large in the west than in the east. This area 
displays a longer history of urbanization. 
The outline of the Zhujiang megapole appears in map 4.14. The mapping of total social product 
displays the centrality of the region based on the core of Zhujiang delta. The only other areas which 
attained such levels of social production are the three urban areas of Zhanjiang, Shaoguan and Shantou. 
These three municipalities are spatially definite urban spaces, each centred on a distinctively defined built-
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up area. They represent cases of city-based urbanization. Zhujiang, on the other hand, shows a productive 
space which spans a large area which is not centred on one city, but mainly on a region. 
It is worthwhile noting the west bank displays larger amounts of social product per capita than 
many areas within Zhujiang Delta. That area of Guangdong's coastline is also densely built, and has 
managed to create important quantities of new employment opportunities (map 4.5., p. 154). There has 
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however been less decreases of cultivated land area (map 4.2., p. 148), which indicates a slower pace of 
I 
economic diversification, at least as it appears in land-use. Zhujiang Delta, on the other hand, exhibits a 
largely generalized decrease of the extent of the cultivated space. The Zhujiang Delta region-based 
urbanization process appears at full strength in map 4.15. The growth of the urban space, as paralleled 
by the growth of the social product, demonstrate that if the delta dominates in total value, it also possesses 
the strongest concentration of increase of the whole of the province. 
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The industrialization of the rural economic landscape has been promoted by the instigation of the 
Modernization policy. The financing of this national development program relies heavily upon foreign 
investment. Initially, the strategy for accumulating foreign exchange was essentially promoted by the 
system of export-processing zones in designated coastal areas. These areas were also designed to contain 
the penetration of functional capital in order to protect China's territorial sovereignty. The application of 
the national economic policy however quickly encouraged the diffusion of capitalist industrialization in 
rural areas. Functional capital had become a central factor in the urbanization of Zhujiang Delta. The 
process of regionalization, promoted both by the government and by functional capital, was quickly 
transforming localism into urbanism. In both the rural and urban environments, the reforms have entailed 
that the role and nature of local administrations were redefined. 
The development of the urbanization process, fuelled by industrial capital, is partly under the 
control of local authorities which have gone through changes in the nature of their responsibilities. The 
changes can be synthesized in two dimensions: the first concerns the principle of horizontal, as opposed 
to vertical, territorial management and labour exploitation. It is achieved by increasing power, both 
financial and managerial, of local authority, and by restructuring local governments in order to achieve 
better efficiency of labour exploitation. The second dimension involves the separation of government 
affairs from business enterprises [White, 1991b, 227]. In rural areas, the reformers are targeting for 
recruitment in official positions a new group whose private economic interests match that of the reform 
program [Kelliher, 1991, 319]. However, the core of this "new" group is, arguably, elements which again 
gravitate in the social sphere of the more entrepreneurial, wealthy and well-connected local bureaucrats. 
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The urbanization rests upon the articulation between peasants and the state bureaucratic apparatus. 
The interaction between this strong collectivist bureaucracy (which dominates urban proletarians and a 
minority group composed of experts, teachers, intellectuals and artists) and the mass of peasants was 
modified by the devolution of powers that accompanied the economic reforms. And those three groups 
(the bureaucracy, the agriculturalists and the urban population) have benefitted unevenly from the changes. 
Since the beginning of reforms, the bureaucracy, and most notably those members active in rural areas, 
has lost part of its privileges with the redistribution of production rights to the peasants. However, the 
individuals which constitute the bureaucracy have probably realized some benefit through their position. 
Notwithstanding, those active in coastal urban areas are better advantaged, and are gaining from the re-
integration of China and the world economic market. Decentralization of particular powers down to the 
provinces and municipalities, and the promotion of foreign investment in key coastal areas gives local 
bureaucrats number of opportunities to benefit from modernization [Chevrier, 1988]. The relation between 
state and authority has evolved to a point where the bureaucratic apparatus itself extracts surplus value 
from the national production system. Private enterprises managed by party members are multiplying, 
notwithstanding official interdiction. Those cadres, and their Hong Kong relatives, form a privileged class 
in South-China. 
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CHAPTER 5： CONCLUSION： INDUSTRIAL RESTRUCTURING AND TERRITORIAL DEVELOPMENT 
This thesis has delved into understanding industrial restructuring processes, and has analyzed their 
immediate, industrializing impact on a traditionally rural agricultural landscape. The investigation of the 
research issues and premises has confirmed that the profitability of industrial activities in Hong Kong was 
enhanced by the restructuring of industrial processes. It also demonstrated how the process of industrial 
restructuring in Hong Kong has promoted region-based urbanization in Zhujiang Delta. In Hong Kong, 
smaller establishments, active in different industrial sectors, have accounted for the larger increases of 
profits. The surplus-value was mainly extracted by exploiting labour and localities through the transplant 
of labour-intensive production activities and facilities in Zhujiang Delta. The research axiom, pertaining 
to the influence that the penetration of functional capital exerts on regional development, was substantially 
demonstrated, when manufacturing development is considered the principal generator of economic growth. 
The multiple regression analysis revealed that the model of restructuring by transplantation explains 
85 percent of the spatial variation of the growth of industrial gross output value in Guangdong between 
1980 and 1989. Since these non-local forces of transplantation are mainly based in Hong Kong, this 
demonstrates how the territory increasingly benefits (economically) from the Chinese OTTO policy. 
However, what remains unaddressed is the fact that the restructuring of industrial production in 
Hong Kong was strongly influenced by the rural reforms in China. The explanation for the rapid 
diversification of Hong Kong's economic activities thus lies in the realm of rural transformation. 
TRANSPLANTATION AND RURAL REFORMS 
The basic capitalist production model asserts that the value of industrial output increases as long 
as resources are available and the yield of production is re-invested. If these conditions are contradicted, 
meaning in the presence of fixed land resources or in the absence of technological change, diminishing 
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returns propel industrial sectors into crisis. When the profitable circulation of industrial capital is impeded, 
so is accumulation and the potential for its enlarged reproduction. Industrial restructuring, as demonstrated 
in Hong Kong, alleviates these circumstances. 
Industrial restructuring increases the production of surplus-value by reducing the labour force and 
increasing labour exploitation. Hong Kong industries rationalized production efficiency by cutting down 
employment in the manufacturing sectors. This appears in employment statistics (chart 1.5” p. 17). The 
cyclical downturns indicate reorganization within the industrial sectors. From 1979 to 1989, over 
150 000 labourers were laid off the manufacturing workforce. Since the scale analysis demonstrated that 
the industrial landscape of Hong Kong is increasingly shaped by the development of smaller 
establishments, and since these offer less compensation than their larger counterpart, the rationalization 
process also indicates that the overall manufacturing labour force withstood work intensification. 
Industrial restructuring also increases the profitability of industries by inducing technological 
change or by accessing new territorial resources. Industrial sectors invest in production technology in order 
to increase profit-taking out of added-values production. The sectors then become more productive in 
terms of machinery, and require less labour force. In Hong Kong, apart from the five industrial sectors 
identified as capital intensive (chart 3.11” p. 121)，the industrial structure is not characterized by such a 
replacement of human labour competence by technological capacity. In order to maximize profit-taking, 




The concept of a transplant mechanism in industrial restructuring has contributed to the 
understanding of how industrial sectors increase surplus-value production by re-allocating production 
capital through space. This concept of transplantation of industrial activities captures the essence of the 
research pursued on the topic of industrial restructuring. Most of the recent literature concerning industries 
and industrial growth argues for the intrinsically social nature of contemporary industrial development. 
This contrasts with the previous perception where industrial growth was mainly described as a economic 
process of efficient allocation of plants across a static social landscape. Weberian location theory and neo-
classical land use models, in which the investigation dominantly led to transport costs and rational decision 
making, tend to minimize the social logic of the production system [Scott, 1983，233]. The social relations 
of production, and their role in the distribution of the accumulation of the social surplus, are isolated from 
the technical forces of production, a position which contradicts the basic capitalist production model. 
The social relations of production in industrial development are understood as growing out of the 
interaction of individual entrepreneurs which perceive and identify a potential or actual need in society, 
and manage a profit by offering a material solution. The restructuring takes place when the aggregate 
profit margin of the sum of entrepreneurs producing one type of goods decreases, and when entrepreneurs 
subsequently react in order to sustain their personal endeavour. In society, they constitute layers of 
accumulation which juxtapose and compose an heritage of comparative advantages which attracts or repels 
different industrial activities. Industrial restructuring describes the motion of industries seeking to capitalize 
on these systemic variations. 
This dissertation has relied on the notion that systems (i.e. structures in a space/time context) 
transcend individuals properties. As such, transplants indicate the constraints that Hong Kong's territorial 
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system has imposed on the behaviour of individuals manufacturers. The neo-Ricardian argument (p. 63) 
explains that these constraints (mainly decreasing profit rates) in Hong Kong resulted from a compression 
of capital associated with the maturation of the economy. However, the maturation of the economy 
explains disinvestment in production only if another premise is recognized: that is, the absence of 
alternative, specialized market for the industrial outputs. 
The neo-Ricardian argument does not explicitly recognize that concentration and centralization 
of capital in the advanced economies is much of a problem, as long as what is produced meets specific 
requirements and is suitable for a distinctive market. In other words, over-accumulation could be averted 
by the appearance and development of new industrial outputs. The neo-Ricardian approach nevertheless 
assumes that a mismatch in the regime of accumulation is bound to result from the maturation of industrial 
economies, since the benefits of new and distinctive products would have to outweigh the constraint 
associated with the depletion of other activities. 
The case of high-technology production demonstrates this alternative. For example, software 
manufacturing demands high-skills and yield high added-value products, which require non-dedicated, 
programmable (flexible) machinery. These production processes are less subjected to product cycle model 
than low added-value processes. The production processes offers less deskilling potential because of the 
specificity of the product and because of frequent product differentiation. Industrial sectors need to be 
dynamically flexible, a quality which is mostly the heritage of industrial development. The spatial fix is 
not the result of over-accumulation, but that of the requirements of highly dedicated skills and 
commodities. Expansion, which is necessary to avoid over-accumulation in the first circuit of capital, is 
enabled by the diversification of production output. 
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High technology production is however not the core of contemporary manufacturing production. 
Correspondingly, Hong Kong's manufacturing production is traditionally mainly oriented towards lower 
added-value goods [HKPC, 1992]. Hong Kong-based industries transplanted production processes in order 
to avert the imminent crisis and defend their position in the world economic market as producers of low 
added-value goods. But Hong Kong industries increasingly produce higher-added value goods (such as 
those belonging to the electrical and electronics, and scientific groups chart 3.12., p. 126). In those cases, 
the transplant of production mostly targets specific tasks which require more land and labourers than 
particular skills and environment. 
This tends to support the neo-Smithian arguments, a position based upon the spatial division of 
labour (see p.62). The argument does not entail the conflict of over-accumulation in developed economies, 
but rather an opportunity to increase the benefits of labour power, mainly through the organizational 
restructuring {in situ) or spatial restructuring of industrial production. In the case of spatial restructuring, 
the maximization of wage-labour power is achieved by accessing differentially endowed regions. This can 
only take place with the digitalization of information and the containerization of cargo, and within an 
internationalist conjuncture. The development and maturation of the techniques of production facilitate the 
deskilling and spatial segmentation of manufacturing processes, which then give access to a worldwide 
reserve of industrial labour. But they also allow surplus-value to be transferred from the place of 
production to the place of decision. What then appears is a regime of spatially flexible accumulation, and 
the need to identify, in restructuring analysis, the place of origin of productive capital. 
Then, one limit of industrial restructuring analysis as modelled in this dissertation is the lack of 
investigation of a spatial input/output matrix. An inquiry into the geographical distribution of the origin 
of industrial capital and destination of manufactured products (or a more simple account of local/non-local 
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composition of production investment within the restructuring industrial system) would help in assessing 
the indigenous qualities of the processes of restructuring and development. 
The lack of attention into the origin of investment and destination of products stems from the use 
of functional capital as a means to describe the developmental force which supports industrial growth. 
Functional capital was defined as the capital created and invested in and through the production of 
differentially endowed territories by non-territorial organizations. But, as in Hong Kong's case, this 
definition hides a difference which lies in between international and local capital. In Hong Kong, non-local 
investment tends to be invested in larger establishments whereas local investment is traditionally smaller 
in scale. Moreover, these smaller, less capitalized plants, instead of being designed to achieved economies 
of scale by producing only a limited number of items, are designed for the production of a wide range 
of models and products [Wells, 1978，44]. They consequently achieve economies of scope, which 
translates into the spatial flexibility of "small" batch production. This flexibility accounts for the magnitude 
of the restructuring process in Hong Kong, and leads to economic diversification. In this case, the 
characteristics of indigenous capital explain the rapid regionalization of production processes. 
Manufacturing activities become more profitable when they capitalize on uneven development by 
reaching out to frontier areas which have yet to be exploited. The creation of production spaces by 
Hong Kong establishments took place predominantly right across the border, in Zhujiang Delta. As space 
was manufactured, wage labour was enroled, new industrial enterprises were generated and part of the 
value was transferred back to Hong Kong industrial sectors in the form of surplus-value. These 
fundamental changes in Hong Kong advantaged the spatially more flexible industrial sectors, and in return 
altered the course of Zhujiang territorial development. 
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HONG KONG INDUSTRIES AND RURAL REFORMS IN CHINA 
Territorial development is the result of social and technical processes which reproduce and expand 
the material standard of life. The notion of capital accumulation is central in understanding these 
processes, especially in the context of industrial and industrializing societies since capital is the principal 
intermediary between forces of production. Its accumulation stems from the constant economic re-
investment of the surplus of the social product. A non-economic re-investment explains the proficiency 
of places to under-develop. In this fundamental premise of the capitalist production model lies the chief 
motive of the 1978 rural reform in China, but also the antecedent of what precipitated industrial 
restructuring in Hong Kong. 
By instigating the rural (market-oriented) reform in 1978，China enabled the rural areas to 
rationalize agrarian production, which in turn liberated an enormous surplus of manpower. By rationalizing 
production in rural areas, the new policy intended to favour local capital accumulation in order to promote 
territorial development. Capital accumulation is a prerequisite to realize the national development policy. 
But the free-flow of production factors, which is inherent in a model market system, also promoted mass 
migrations towards the better endowed areas. 
The 1978 policy induced a dramatic upsurge of information circulation and movements of goods, 
which ran in parallel to the development of the marketing system and the disintegration of the communal 
division of labour in rural China. What is often disregarded is the fact that the reform augmented the 
attractiveness of Hong Kong. The movement of goods and information fostered peasants and farmers to 
reach the 763 Km-long border with Hong Kong. This induced a massive influx of migrants in Hong Kong. 
From 8 000 people who migrated to Hong Kong in 1977，the amount of asylum seekers expanded to 
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36 000 in 1978 and 198 000 in 1979 [GIS, 1981，146]. This forced Hong Kong immigration authorities 
to amend the immigration policy. 
In 1980，the revision of the immigration policy reduced the number of arrivals from China. A 
steady increase of new labour power had, during the 1970s, helped to keep wages depressed in 
Hong Kong industries; during that decade, the addition of some 200 000 unskilled workers as new 
permanent residents in Hong Kong had reduced the pressures of fixed land resources in the territory, 
which in turn removed incentives for industries to restructure0). The 1980 revision of the Hong Kong 
immigration policy, as a direct response to circumstances created by the 1978 agrarian reform in China, 
created a situation of fixed land resources. As a result, the cost of production increased and created an 
impediment to further development of manufacturing production in Hong Kong. Furthermore, the 1979 
OTTO policy in China (p. 163) lessened any pressure for manufacturers to invest locally into technical 
change. Hong Kong's indigenous forces of production were drawn into Zhujiang Delta by China's 
modernization drive. 
The centrality of industrial transplants in the economies of both Hong Kong and Guangdong has 
been demonstrated in chapters three and four. What has not been discussed is the fact that, since basic 
manufacturing activities have outgrown the place which has nurtured them, Hong Kong has expanded the 
range of its economic involvement in the region. 
1 Before 1974, all Chinese immigrants were allowed to remain in Hong Kong. In 1974, the 
immigration policy was revised, and asylum seekers where repatriated if arrested upon arrival. 
However, if the migrants managed to settled in proper accommodations before being apprehended, they 
were allowed to stay in the territory. Over 75 percent of migrants in this way "reached home base" 
IGIS, 198i, 145]. , 
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ECONOMIC DIVERSIFICATION IN HONG KONG 
Trade and export-based regional development theories explain how trade and export revenue 
supports the accumulation process and economic diversification [Hadjimichalis, 1987, 19]. If industrial 
restructuring occurs in circumstances where there is little or no diversification in the economy of the place 
of origin, then an increase of unemployment (and the reduction of economic base) will depress the market 
potential for those goods produced elsewhere, hence reduce the profit rates of industrial sectors engaged 
in the local economy. The experience of the North-American economy during the 1980s demonstrates that 
an influx of industrial profits (which stems from industrial restructuring), when it is coupled to high 
unemployment (which stems from the absence of economic diversification following relative de-
industrialization), does nothing much but increase the organic composition of capital, hence increase the 
value of what is produced. What results is stagflation [Storper, 1991，109]. 
In Hong Kong, a large segment of indigenous forces of production still gravitates around capital 
which is extracted through manufacturing production. In Hong Kong, manufacturing activities remain the 
most important sector of employment, and a major contributor to GDP. However, the restructuring of 
industrial activity is concomitant to the rapid development of other sectors of the economy. In particular, 
the quaternary economic sector, which includes finance, insurance, real estate and business services, 
displays the highest rate of growth (1.7) of all economic sectors over the 1979-1989 period. The sector 
however still only accounts for 7.4 percent of employment in Hong Kong (chart 1.3” p. 14). The second 
highest increase rate (1.3) in Hong Kong's social division of labour is shared by two segments which 
compose the tertiary economic sector. The first category, the transport sector, now gathers 9.5 percent of 
employment in Hong Kong. The other category, the wholesale and retail trade, restaurant and hotel sector, 
now provides over 25 percent of all employment in Kong Kong. In 1989，this economic sector was a close 
second to the manufacturing sector in terms of employment. Since the workforce is increasing, and since 
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unemployment remains stable and practically negligible (below 2 percent), the systemic variations of the 
social division of labour in Hong Kong demonstrates economic diversification in the place of origin of 
the restructuring process. This apparent economic diversification however conceals an important trend. 
THE COLLAPSE OF THE PRODUCTION/EXCHANGE DIVIDE 
The restructuring of industries in Hong Kong occurs following the historical peak of 
manufacturing employment in 1980. With the decrease of employment in this field, Hong Kong relied 
upon the diversification of the economy, which implies the capacity to sustain and enhance the 
accumulation rate by other means. Moreover, the strong demand for consumer goods which results from 
regional economic growth, and the opening of new markets, increasingly explains the proficiency for 
Hong Kong to nurture establishments registered as specializing in trade activities. Subsequently, the most 
significant variation in the social division of labour in Hong Kong happens in the wholesale and retail 
trade, restaurant and hotels sector. Trading entities have proliferated (chart 5.1.), to reach 54 000 
establishments in 1989，3.6 times the figure of 1979 in terms of establishment, and three times in terms 
of employment (with 315 000 jobs, or 13 percent of total employment in Hong Kong). 
However, these trading entities do not solely engage in traditional entrepot activities, but actually 
encompass many manufacturing-related processes. Not only do they realize capital by trading use-values, 
they also participate in the transformation of resources into exchanges-values. Many enterprises, registered 
as trading firms, engage in both production and exchanges mechanisms. And these activities dominantly 
involve production in China. The restructuring of Hong Kong industries and the role of Hong Kong as 
a trade hub thus entails the lessening of the contrast between production and trading intermediaries. 
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CHART 5 . 1 . 
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The appearance of new, trade-specialized production establishments which benefit from a transfer 
of value in China, as they establish business linkages with labour-intensive production units in Zhujiang 
Delta, implies that the actual amount of surplus-values realized by Hong Kong-based firms is 
underestimated. This stems from the fact that both goods on transhipment (on a through bill of lading) 
and goods in transit are not recorded in Hong Kong trade statistics (footnote 1，p. 18). The value of 
Hong Kong profits related to production and trade in China should be some 35 percent above the level 
recorded in trade statistics [HKTDC, 1991, iii]. 
Consequently, the development of economic activities in Hong Kong will tend towards registering 
more firms as trading enterprises; but those enterprises will also, and primarily, engage into trading 
production coordination in China. Moreover, with the development and maturation of industrial production 
in Zhujiang Delta, and assuming status quo in international trade conditions (mainly in regards of 
preferential treatment, quotas and rules of origin), employment related to low added-value manufacturing 
processes in Hong Kong will continue to decline. In some sectors, the range of manufacturing activities 
in Zhujiang Delta now spreads to research and development, product design and sample-making. Wlien, 
or if, on-site quality control can also be secured on the Mainland, then other downstream processes, such 
as packaging, warehousing and even (international) transportation, will also become possible. This further 
allows cutting down on production costs, or, in other words, increasing surplus-values for Hong Kong-
based entrepreneur. 
The reason why firms will continue to be headquartered in Hong Kong lies in the development 
of the quaternary sector, and is strictly related to production coordination in China. The quaternary sector 
(which accounts for the highest growth of employment share in Hong Kong) provides the necessary 
intermediaries to tap the world economic market. It relies on an environment of close personal contacts 
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backed by a history of industrial activity which represent accumulated layers of knowledge and 
infrastructure. It specializes in integrating production, trade and financial capital. Since this economic 
sector is rooted in knowledge-based processes and principally deals with information, it is not expected 
to spatially restructure its production. The quaternary sector is however expected to restructure by 
increasing its investment in technological change. This represents a defensive position since it will occur 
in reaction to the proliferation of (mainly) Mainland-based competitors. But it also represents an offensive 
position, as Hong Kong seeks to increase its share of producer and consumer markets, especially regarding 
China. The first targeted region is the Zhujiang megapole. 
THE DEVELOPMENT OF THE ZHUJIANG MEGAPOLE 
Since 1978，Hong Kong multinational corporations have been able to maximize their efficiency 
in world trade by capitalizing on the Delta's differentiated geographical resource endowment. At the same 
time, they have enabled China's opening policy to go forward by linking the delta's comparative 
advantages to the world economic market. The transformation of the landscape between the Hong Kong 
and Guangzhou EMRs displays some powerful images of the bearing effect that this capitalist 
industrialization has on a traditionally agrarian environment. 
The evidence of the impact that foreign capital exerts on the development of industrialization 
within Zhujiang Delta ascertains characteristics which are intrinsic to other Asian megapoles (p. 144). As 
these characteristics were mapped, the outline of the Zhujiang megapole was traced. For one, the area, 
which basically follows the line of interaction between Hong Kong-based functional capital and 
Guangdong, stretches for hundreds of Km into the Zhujiang Hinterland. If foreign investment concentrates 
in the core of the delta, a continuous landscape of investment reaches out westward to the Siyi area 
(map 4.10.a.，p. 167). The area also stretches north, up to Qingyuan municipality. The characteristics of 
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industrial production which have been identified in those two areas of the Zhujiang megapole indicate the 
presence larger enterprises involved in more productive industrial processes. Alternatively, the investment 
in the eastern bank of Zhujiang Delta, in the immediate Hinterland of Hong Kong, reflects industrial 
transplants, where indirect foreign investment is sprinkled through the countryside in subcontracted 
industrial establishments. 
The Asian megapole is initially structured as an extended metropolitan region. An EMR portrays 
the development of a main metropolitan core around which gravitates several urban centres, between 
which desakota processes develop. Other areas remain dominantly agricultural and characterized by 
subsistence cropping and economic marginalization, and subjected to emigration. The mapping of 
agricultural areas and values (map 4.1. through 4.4., p. 147 to p. 151) has demonstrated most of those 
agricultural characteristics. Agricultural development between the main metropolitan areas on Hong Kong 
and Guangzhou has tended towards high added-value (specialized) cropping. The strong variation of 
GVAO, the decrease in total sown area, and the unitary increases show higher accumulation potential for 
local farmers. The formation of such areas is central to megapolitan development. 
The Zhujiang Delta cannot however be designated as a mega-urban region (MUR). A MUR is 
characterized by the spatial integration of Asian EMRs through the overlay of regional urban cores. If the 
Hong Kong-Guangzhou corridor is quickly developing new cash-crops and industrial activities, other inter-
metropolitan spaces are not characterized by a large diversity of economic activities. Furthermore, in most 
areas, the development of a "service" economy is mostly restricted to number increases of small food 
catering and transport enterprises. Consequently, their development is not as much directly bonded to the 
internationalization of commodity production as much as to indirectly through servicing local development. 
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The identification of desakota processes in Zhujiang Delta reveals the character of the urbanization 
process. One benefit which is associated with them is the concentration of productive force which leads 
to the propensity of developing an industrial base of such size and type that it may be expected to produce 
growth effects, and to benefit regional development as a whole. What are the implications of non-local 
capital investment on indigenous forces of production and territorial development? 
THE SIGNIFICANCE FOR DEVELOPMENT IN CHINA 
The relevance of answering the question springs from the fact that the development of industrial 
capitalism also incurs the replacement of general competence and subsistence activities by specialized 
production and consumption of commodities. The increase of subcontracting activities which, along with 
direct foreign investment, explained most of the spatial distribution of increases of industrial production 
in Guangdong, have rendered the region, in this sense, less autonomous. The specialization in industrial 
manufacturing production in the delta increasingly replaces general farming competence. This 
transformation of the land-use, seen through the decrease of the cultivated land area, means that the delta 
will increasingly depend upon the importation of foodstuff to satisfy its needs. The subsistence is secured 
through inter-provincial and international procurement, which require secure and reliable local income. 
How to evaluate the reliability of economic development based on industrial production which is 
dependent upon non-local investment is thus a central question to concepts of development. The instability 
of "branch plant economies" stems from the fact that production units are linked together in a system of 
long-distance connections which mainly represents intra-firm patterns of trade. Local economies are reliant 
upon exogenous autocratic management and economic processes, hence a minimal tendency to develop 
the localization of production processes. Accordingly, they shed little benefit on the local economy, apart 
from injecting wages and older technologies. But they nonetheless incur costs and constraints related to 
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infrastructure development, pollution, economic migrants, and the sort. Then, what is important to identify, 
in order to assess "reliability", is to identify the level of local interaction in the circulation process of 
international capital. 
The model of capital circulation (p. 30) has illustrated the processes which have so dramatically 
promoted industrial restructuring in Hong Kong. The investment, production and realization stages take 
on a definite spatial dimension since the circulation process takes place between different geographical 
instances of the Delta, but also since it is mainly centred on the development of commodity production, 
which is essentially material in nature. 
The model illustrates how Hong Kong has specialized in the extraction of surplus-values, and 
accumulates capital through the realization of exchange-values which are produced in China. Hong Kong 
industrialists act as buyers who purchase Zhujiang labour power and land-use through direct or indirect 
foreign investment, and consequently realize a profit in the world economic market. The investment 
mainly takes the form of financial capital. But in the case of one category of investment, direct 
compensation trade (p. 172), the investment takes the form of productive capital, i.e. machinery and 
equipment. 
THE VALUE OF COMPENSATION TRADE 
The first form of industrial cooperation between Hong Kong and Zhujiang Delta consisted of 
compensation, assembling and processing agreements. These indirect foreign investments are dominated 
by direct compensation trade agreements. Direct compensation trade principally designates a contract in 
which the foreign company supplies the machinery and industrial equipment, as well as raw material or 
semi-processed good, for which it is repaid by production output. Several hundreds of these contracts were 
215 
implemented in towns and villages in the early years of OTTO policy. In 1990，this form of trade 
accounted for 60 percent of all indirect foreign investment in China (where, foreign loans excluded, 
international leasing accounted for 11 percent and processing/assembling subcontracts accounted for 
29 percent) [ACFERT, 1991，651]. This means that, through and from Hong Kong, first and second hand 
production machinery and equipment was transferred in Zhujiang Delta. This machinery and equipment, 
valued at 60 percent of total indirect foreign investment in 1990, allowed local producers to realize a 
14 percent share of export revenues associated with indirect foreign investment [Chen, 1993，4，table 3]. 
This indicates that the ratio of realized hard currencies in relation to the value of foreign investment is 
much lower in the case of compensation trade than in the case of other indirect foreign investments. This 
is explained by the nature of the exchange. 
For the Hong Kong partner, the machinery is a productive asset which is exchanged in order to 
be used; the transfer of machinery to China serves the purpose of reproducing capital. However, the 
exchange serves the purpose of realization of value during the subsequent production process, not during 
the actual exchange. The machinery, the means of production, becomes a hybrid value, combining 
exchange-value with use-value. The subcontracted unit in Zhujiang purchases the exchange-value of the 
machinery, whose use-value is only gradually eroded through each round of production. In the 
compensation trade framework, the exchange-value qualities of the machine must outlast, in terms of 
profit, its use-value qualities if it is to be directly profitable to the subcontracted unit. The surplus will 
then have taken the form of fixed capital, in plants and machinery, and enable the Zhujiang producer to 
further increase the production of surplus-value through the increased production of commodities. 
Depending on the terms of agreement between the Zhujiang and Hong Kong partners, this transfer 
of machinery will achieve one of its purposes, increasing the production of realized (hard currency) capital 
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to be accumulated in Zhujiang. This is one of the goals of the OTTO policy in general and of the SEZ 
policy in particular (p. 163). But the value of compensation related investments is disproportional to the 
value of exports (again, in comparison to other indirect foreign trade mechanisms). Consequently, a large 
segment of the surplus-value of industrial development in Zhujiang Delta is mainly accumulated as 
production machinery, not foreign currencies. It increases the potential for Zhujiang's first circuit of 
capital in acquiring a larger share of the national market. 
The lower ratio of export value over realized foreign compensation trade investment is partially 
explained by the nature of the trade. Since the nature of indirect investment is inter-firm (through 
subcontracting), it must then be compiled in trade statistics. Thus, in compensation trade, imports of 
machinery and raw or semi-processed materials decrease the trade balance and the ratio of realized export 
values. Moreover, the value of compensation trade exports includes re-payments to the Hong Kong 
partners, further decreasing real-term profits. Assuming that the majority of such agreements are profitable 
undertakings, part of the return on investment must simply not appear in export statistics. The output of 
production is not exported to the international market, but rather destined to the national market. 
An increasing share of the delta's indigenous production (much of which relies on material or 
equipment imported through or from Hong Kong) is directed towards the national market [as pointed out 
by Leung and Loo, 1993]. Since 85 percent of the variation of the value of industrial production is 
associated with foreign investment, and as far as the fact that foreign investment in turn increasingly 
produces for the national market, the objectives of China's export-led growth policy are deceived. 
Increasingly, investment from Hong Kong in being injected in joint-venture operations [Taylor, 1991,65], 
which gives it conditional access to the emerging national market. Consequently, the benefits of 
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employment, managerial and technological transfers associated with the open policy in the delta must 
legitimize the downturns of its export-led growth policy. 
Nevertheless, the strong presence of indirect foreign investment in the Delta, and the concomitant 
decrease of control over the means of production which it entails, indicates that industrial restructuring 
in Hong Kong has not only horizontally (spatially) but also vertically (managerially) disintegrated 
production within firms through the breeding of part-process plants or clones. This increase of inter-firm 
subcontracting linkages indicates that different production processes, other than simple execution, are 
transferred and promoted in Zhujiang. This reduces the instability associated with branch plant economies, 
promoting an indigenous territorial development. 
These circumstances illustrate transfers of knowledge between Hong Kong and Zhujiang Delta, 
and reflect regional economic diversification and complementarity. They are interpreted as a spatial switch 
of investment into the secondary circuit. 
A REGIONAL SECONDARY CIRCUIT OF CAPITAL 
The secondary circuit (p.32) consists of the mechanisms which assist the flow of capital into fixed 
assets. It suggests a) the built environment for production and b) the consumption fund. It has been 
demonstrated that localities in the Zhujiang EDZ, as well as Guangzhou and the SEZs, provide the 
infrastructure overhead which supports the circulation process, such as landscape work, industrial estates, 
office buiidings and transport network. Consequently, Hong Kong industrialists can concentrate their 
investment. The investment is not considered a simple reversal of investment polarization in the primary 
circuit of production in Hong Kong to the primary circuit in Zhujiang Delta, partly because much of the 
production investment in Zhujiang stems from accumulation impediments in Hong Kong, and partly 
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because Hong Kong invested production or trading enterprises exploit and benefit the most from Chinese 
investment in infrastructure assets. But it is considered so mainly because it allows Hong Kong 
industrialists to extend the scope of activities from production to the servicing of an industrial producer 
and consumer market. This explains part of the diversification of Hong Kong's economy, and indicates 
that the territory is not likely to face the challenges of under-accumulation in the near future. On the other 
hand，in Zhujiang, the adoption of Hong Kong technology means a greater dependence on Hong Kong 
in terms of industrial contracts, processes, technologies, spare parts and expertise in both spheres of 
production and distribution. Hong Kong thus extends its accumulation processes from the core to the 
regional periphery. Hong Kong's indigenous forces of production are reproduced in Zhujiang Delta. 
CONCLUDING REMARKS AND PROSPECTS 
The transfer of production material and investment in the delta illustrates the quest for an extended 
market for both producer and consumer goods. This translates an offensive attitude on behalf of 
Hong Kong producers, as individuals increasingly engage in industrial production in the delta in order to 
increase the scope of their activities. Guangdong represents a large market, characterized by an unsatisfied 
demand for almost every type of goods and services. This market is moreover endowed by close ethnic 
ties with Hong Kong, which is, geographically speaking, on the edge of capitalizing on the potential. 
Moreover, this region already has a operative single currency. The Hong Kong currency is recognized 
throughout South-China. 
On one hand, because of China's need for foreign exchange, the policies which favour Hong Kong 
industrialists are likely to remain. On the other hand, the so-called instability of branch plant economies 
is further reduced by the interest of the Chinese consumer market for producers. The need of foreign 
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exchange and the attraction of a vast potential market act as disincentives to disturb linkages in the 
Hong Kong-Zhujiang nexus. 
The development of a branch-plant economy however indicates that, since the development of 
Guangdong's manufacturing activities is largely associated with low-skilled batch-work under the oath of 
foreign investment, the indigenous primary circuit of capital is oriented towards the lowest added-value 
processes. Most of capital profits are exported to Hong Kong-based industrialists. Moreover, since the 
economics of export-oriented policies include investing in an infrastructure overhead which did not exist 
prior to the OTTO policy, in addition to offering most favourable economic concessions, an important 
share of PRC capital is oriented towards sustaining Hong Kong-based capital, thereby expanding 
Hong Kong's own development. In this sense, industrial restructuring in Hong Kong has managed to 
capitalize on some of the potential of indigenous capital in the delta. 
The task of transforming China's economy from extraction and subsistence to transformation and 
services is backed by the financial assistance of the diaspora. More precisely, China mainly relies upon 
two principal suppliers of risk (or venture) capital, which are Hong Kong and Taiwan. This aspect of 
Chinese ethnicity and its implication on investment networks lies at the very core of the development of 
other urban regions in Asia, such as the Singapore megapole [McGee and Macleod, 1992，35]. However, 
what is specific in the case of the Zhujiang megapole is the fact that the development also implies the 
deep territorial transformation of a region which is much larger than the initial core of the EMR. 
To some extent, map 4.10.b. (p. 170) demonstrates the degree of reliance on behalf of 
Guangdong's indigenous industrial economy upon non-local forces. In this sense, the injection of Chinese 
capital and the increase of subcontracting activities which, along with direct foreign investment, explains 
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most of the spatial variation of industrial production in Guangdong, has rendered the region less 
autonomous. The specialization in light industrial manufacturing or heavy industrial production has 
replaced the general competence of farming in the delta. The transformation of the land-use, seen through 
the decrease of the cultivated land area, means that the delta will increasingly depend upon the importation 
of foodstuff to satisfy its needs. As the region is drawn into the world economic market, territorial 
subsistence is secured through inter-provincial and international procurement. 
The region has already shown the capacity to absorb radical changes in the production economy. 
These changes could either be sustained, hence locally reproduce, or they could tend to re-localize where 
the production environment is more profitable. Since there exists a tendency for real wages to increase 
with development, there is also the tendency to restructure in order to counter this real wage rise. This 
either leads to an increase of the organic composition of capital or an increase of spatial volatility. In 
China's case, the large supply of surplus labourers and the virtual absence of labour politicization tends 
to indicate that there is relatively less incentives to restructure. But this also means there are less incentives 
for industrial sectors to increase productivity rates, and therefore less assets in developing creative 
technologies or high added-value production systems and products. 
Nonetheless, there already is a distinctive tendency towards industrial migration from those areas 
which have first benefitted from the restructuring of Hong Kong industries. The pressure to restructure 
does not mainly follow the development of the economy as a whole, but rather the development of the 
material standard of life for a segment of society. This cost is transmitted through the industrial input 
chain into higher production costs. In particular, higher levels of urbanization exerts higher pressure on 
the environment, and the decreasing ecological "sustainability" compels environmental regulation, which 
in turn decreases industrial profitability. This is especially valid since many of the industries, which are 
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the product of Hong Kong industrial restructuring, transplanted in Zhujiang Delta for low-environmental 
guidelines in the first place. Industrial migration is attracted by other, nearby areas, which are ready to 
concede even more concessions to industrial investment. 
Since most of the new productive industrial capital is predominantly foreign, will the migration 
involve an accelerated movement of de-industrialization? Industries in Hong Kong have retained some 
segments of production, those which require skills not readily available in Zhujiang Delta. Those segments 
which have been retained in Hong Kong have the strongest potential for increased economic 
diversification. This means that the transplant of foreign-invested industrial establishments out of the core 
of Zhujiang Delta would most likely leave a shallow layer of accumulation behind. In return, it would 
undoubtedly increase the benefits of the Hong Kong partners, mainly because of the diversity of their 
involvement. Hong Kong industrialists are far more than simple investors in Zhujiang's production 
apparatus. They are financiers, trading partners, middleman and facilitators, playing a crucial role in 
China's opening policy [Sung, 1991a; 1991b]. The forces of production in Zhujiang Delta are dependent 
of Hong Kong. 
The significance of foreign capital, then, has not only been associated with its contribution to the 
landscape of capital formation, to employment or to the appropriation of surpluses, but also to the 
technological upgrading and cultural inclination of the regional system, and in some cases of its products. 
Foreign investment has exploited some of the potential of existing but under-utilized production facilities 
and reproduction dispositions in China. It has given China-based producers access to raw materials, as well 
as helped in internationalizing production standards. But this kind of development also has the 
consequence of subjecting peripheral economies to new sets of managerial and technical dependencies. 
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Hong Kong is in a geographical and historical position to dominate manufacturing development 
in China by selecting sectors and technologies which gives it the appropriate edge over the Chinese 
market，hence ensuring long term economic exchanges and industrial transfers of value. This systemic 
aspect of the regional division of labour between Hong Kong and Zhujiang Delta is likely to remain as 
it is, since only 5 percent of the establishments registered with the Federation of Hong Kong Industries 
which have not yet transplanted processes in China, have the intention of doing so [FHKI, 1991, 9]. The 
epoch of generalized industrial transplantation out of Hong Kong is over. 
RESEARCH AGENDA 
This obviously does not indicate that industrial sectors in Hong Kong will cease restructuring their 
activities. Industrial restructuring is an ongoing process. What it does indicate is that several questions 
remain unanswered. Among them, some pertain more directly to the understanding of spatial processes 
related to the division of labour and industrial capital. Two are mentioned. 
First and foremost, the link between industrial restructuring and transport cycles appears central 
in analyzing the global distribution of production and accumulation. As mentioned previously, the absence 
of analysis into the origin of industrial investment and destination of production output in the proposed 
framework of restructuring analysis obscures important attributes. Mainly, variations in the structural 
differences in the mode of production as practised by different regions of the globe do not appear in the 
analysis of functional capital. But also, an inquiry in the final market for production output would reveal 
a more complete picture of global spatial accumulation patterns. An analysis of the transactional 
environment, and of its international conjuncture where producer and consumer markets are identified with 
the origin and destination of capital, is necessary to identify if accumulation processes are exogenous or 
indigenous to the local economies. 
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Globally, this leads to analyzing how would the development of industrial restructuring in markets 
other than China affect the development of Hong Kong's economy. For example, a comparative 
investigation between industrial restructuring in Hong Kong and the possible outcome of the North 
American Free Trade Agreement (NAFTA) seems indicated, especially since North-America is the largest 
market for manufacturing output of Hong Kong-based establishments. But also because of the implications 
it has for the increasing Hong Kong diaspora and capital already accumulated in North-America. 
Furthermore, what are the implications for South-China? For Canada? 
Second, a closer look at scale and sectoral variations in the development of trading activities in 
Hong Kong would help to identify the outcome of a possible restructuring movement in that industry. 
Chart 5.1. (p.209) indicated strong increases for both establishments and employment involved in trading. 
In the advent of either a) the development of constraints related to trading in Hong Kong (mainly related 
to the saturation of transport facilities or increases in transaction costs), or b) the development of cheaper 
and viable alternatives (mainly the development of new transport links and agencies in Zhujiang Delta), 
the sector is likely to undergo restructuring. However, since this economic sector is highly dependent of 
the quaternary sector, and since this information-based sector is arguably less flexible (spatially) than the 
secondary or tertiary sectors, the latter is not expected to decrease its participation in Hong Kong's 
income. Instead, it is expected to restructure its activities in order to allow expansion. But what are the 
processes involved? Alternatively, can (or how long can) trading, transport and communication systems 
in China support the economic growth rates, fuelled as they are by industrial restructuring, and what would 
happen if they collapsed? 
Finally, some issues of policy making and territorial planning related to industrial restructuring 
are less geographic in nature but nevertheless have controversial outcomes for the division of labour in 
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society. For one, what impact has the restructuring on the gender division of labour in both industrial and 
industrializing economies? Are the present policies adequate to insure that restructuring does not counter 
acceptable territorial development? And how does this affect capital circulation, accumulation, 
reproduction and inflation? 
Ultimately, industrial restructuring raises environmental questions. These are especially manifest 
in the case where industrial restructuring involves primarily cross-border development. Spatial and 
economic contiguity implies the interaction between different social realities, but borders and uneven 
development may conceal environmental degradation and contamination. Pollution, in the like of 
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APPENDIX 1.1. THE 1992 HONG KONG FEDERATION OF INDUSTRIES SURVEY OF INDUSTRIAL PRODUCTION 
The growing shift of production activities in the Zhujiang Delta regional sphere within the 1979-
1989 decade is illustrated through the analysis of data presented in the 1991 survey of Hong Kong 
industrial investment in Zhujiang Delta [Federation of Hong Kong Industries, 1992]. 
The survey performed by the Federation of Hong Kong Industries") in 1992 offers the best 
package yet available for comprehensive information about Hong Kong manufacturing investment in 
China. Even though the geographical definition of Zhujiang Delta in the survey is erroneous(2), the 
description of direct foreign investment by Hong Kong manufacturers by destination casts no doubt upon 
the area participating in the restructuring of Hong Kong industries0). 
The major movement of restructuring of Hong Kong manufacturing industries has probably 
already taken place. This is a likely conclusion since 40.7 percent of the members of the Federation had, 
in 1991，already invested in the delta, whereas another 5.5 percent intended to invest there, but the 
remaining 53.8 percent had not invested in Zhujiang delta nor intended to. The major investors in the delta 
were identified as being: first the electronics sector, where over 69 percent of the respondents had invested 
in the Delta. Second, toy manufacturers had invested in the Delta in a proportion of over 58 percent. 
Thirdly, between 40 percent and 50 percent of manufacturers involved in plastic production, electrical 
1 The composition of the Federation of Hong Kong Industries regroups the major industrial 
sectors. This statutory body services the Hong Kong Toys Council, Chemical and Pharmaceutical 
Industries Council, Transport Services Council, Hong Kong Electronics Industry Council, 
Hong Kong Plastics Industry Council, and the Mould and Die Council 
2 it describes the Zhujiang Delta as spreading from Shantou in the East to Zhanjiang in the 
West. This obviously describes the coast of Guangdong, not the Zhujiang Delta [FHKI, 1992, 
3]. 
3 The survey was conducted in July to September 1991. 
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products and metal and machinery had invested in the delta. Lastly, the wearing apparel and textiles 
manufacturers had respectively invested in proportion of 26.2 percent and 18.8 percent. 
The variation of Hong Kong investment in China, as identified in the survey, results mainly from 
two set of issues. In the first case, the existence of origin rules in international trade limits the production 
of certain goods in certain countries. Mainly, textile and wearing apparel are subjected to this restriction, 
explaining for a lower participation in the restructuring of production. A second set of issues stem from 
the lack of specific skills in China's labour market, from the absence of adequate technology and quality 
control in production, and from constraints in distribution systems. 
Categories of "push" factors from Hong Kong and "pull" factors in the delta are identified. The 
push factors prompting local investors to invest in Zhujiang Delta were dominated by a category of labour-
related problems, accounting for 60.2 percent of the answers. Severe labour shortages, increasing wages 
and "young people's reluctance" to join the manufacturing labour force were most often cited. The second 
category of push factors are related to the sharp increases in the value of land and rents in Hong Kong 
over the period (30 percent of answers). Briefly, the remainder of push factors were (in decreasing 
importance): other unspecified production cost increases, strict government policies, customer's requests, 
heightened competition in Hong Kong, insufficient quotas available in Hong Kong, and the diversification 
of risk over wider production operations. 
The survey identifies as "pull" factors those reasons why industrial investors chose Zhujiang Delta 
over other potential production bases. The first reason given by industrialists is the PROXIMITY to 
Hong Kong (97 percent of the answers). Lagging far behind, the second pull factor was identified as an 
attractive investment environment, followed by the familiarity with the environment, then "sourcing" 
I 
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factors (operational support), absence of language barriers, the potential of local markets, good relationship 
with local political leaders or business partners, and others. Strangely, the "ubiquity" of cheap labour, the 
low cost of land and the near absence of environmental protection regulations do not appear as being of 
concern, or tbey are simply taken for granted. 
In terms of location, map A. 1.1. illustrates the distribution of investment value by municipality 
destination in Zhujiang Delta. Investment largely concentrates in Shenzhen, which gathers about 48 percent 
of all investment. Second is Dongguan, which received just over 20 percent of Hong Kong manufacturing 
investment. Dongguan is the next municipality north of Shenzhen, and stands in between Shenzhen and 
Guangzhou. Following, in decreasing importance, Guangzhou, Huizhou, Foshan, Zhongshan, Jiangmen, 
and Zhuhai. 
Other interesting discoveries in the survey relate to the fact that most of the investment in 
Zhujiang was found to be relatively small in scale. More than 60 percent of all investment was below 
HK$ 10 million, of which most stood between HK$ 1 million and HK$ 5 million. Overall, three sectors 
accounted for over half of all investment: industries from the electronic sector accounted for 23.4 percent 
of all investment, industries from toy producers accounted for 18 percent, and wearing apparel industries 
invested 12 percent of all Hong Kong manufacturing monies in the delta. These three sectors accounted 
for nearly 70 percent of total labour employed by Hong Kong investors in Guangdong, where electronics 
and toys both employed 27 percent each, and wearing apparel employed 14 percent. 
Also, depending on the industrial sector, the percentage of products made in Zhujiang Delta 
varied. For example, the toy industries manufactured over 92 percent of their product in China, whereas 
wearing apparel only manufactured around 54 percent. This is believed to mainly reflects trade quotas and 
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APPENDIX 3.1. INTERNATIONAL STANDARD INDUSTRIAL CLASSIFICATION REVISION 2. 
T h e industrial classification which is used in this dissertation follows the ISIC-2 and, following 
the Hong Kong Yearbook, analyses industrial activity at the level of the major manufacturing industrial 
group. The twenty-three following manufacturing sectors are analyzed: 
1 (A) Food products: division codes 00 through 09. Includes all types of processed foodstuff, 
in addition to live animal chiefly for food, meat and feeding stuff for animals. 
2 (B) Beverages: division code 11. 
3 (c) Tobacco: division code 12. Includes all tobacco-based manufactured products. 
4 (D) Textiles: division code 65. Includes the semi-finished output of bleaching and dying 
processes, and knitwear from yarn, and related products. 
5 (E) Wearing apparel: division code 84. Includes all clothing accessories, such as garments, 
gloves and handbags, with the exception of knitwear and footwear. 
6 (F) Leather and leather products: division code 61. Includes dressed furskins, but excludes 
footwear and wearing apparel. 
7 (G) Footwear: division code 85. Excludes rubber, plastic and wooden footwear. 
8 (H) Wood and cork products: division code 63. Excludes furniture. 
9 (I) Furniture and fixtures: division code 82. Excludes those primarily of metal. 
10 (J) Paper and paper products: division code 64. Includes paper, products of paper, articles 
made of paper pulp, of paper or of paperboard, including containers and boxes. 
11 (K) Printing: The sector includes all publishing and allied industries (the products of this 
sector are not classified as commodities in ISIC Rev. 2). 
12 (L) Chemical and chemical products: division codes 51 through 57, and 59. Includes organic 
and inorganic chemicals, dyeing, tanning and colouring material, medicinal and 
pharmaceutical products, essential oils and perfume material, and fertilizers. 
13 (M) Petroleum and coal products: division codes 32 and 33. 
14 (N) Rubber products: division code 62. 
15 (o) Plastic products: division code 58. Includes artificial resins and plastic materials, and 




16 (P) Non-metallic mineral products (except products of petroleum and coal): division code 66. 
Mainly glass and glassware. 
17 (Q) Basic metal products: division code 67. Includes mainly iron and steel. 
18 (R) Fabricated metal products: division code 69. Includes metal toys, torches, torch cases’ 
wrist watch bands (except metal precision mechanisms as in watch cases and parts, and 
machinery and equipment), and others. 
19 (S) Machinery (except electrical): division codes 71 through 75. Includes power generating 
machinery and equipment, specialized machinery, metalworking machinery, general 
industrial machinery and equipment, machine parts, and office machinery. 
20 (T) Electrical products: division codes 76 and 77. Includes electrical apparatus and 
appliances, parts and accessories, and electronics and automatic data processing 
equipment, and telecommunication and sound recording and reproducing apparatus and 
equipment. 
21 (U) Transport equipment: division codes 78 and 79. Includes road vehicles, the product of 
ship building and repairing shipyards, and other transport equipment. 
22 (V) Scientific: Division codes 87 and 88. Includes professional, scientific, measuring and 
controlling equipment, photographic and optical goods, dials and part for watches and 
clocks. 
23 (W) Other manufacturing industries: division code 83 and 89. Includes travel goods, handbags 








































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































APPENDIX 3.3. EMPLOYMENT IN HONG KONG MANUFACTURING SECTORS, 1978-1989. 
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APPENDIX 3.4. ESTABLISHMENTS IN HONG KONG MANUFACTURING SECTORS, 1978-1989. 
MnnfiMtnring sector 197S 1979 19S0 198! 
Q1 Q2 Q3 Q* Q1 02 Q3 Q4 Q1 Q2 Q3 04 QI Q2 
1 Food Product* 1175 1161 1129 n o 1098 1112 1139 (123 1131 i m 1194 1153 1146 1143 
2 Beverage* 29 29 30 31 28 27 27 26 27 27 28 28 27 25 
3 Tobacco 4 4 3 3 3 4 ‘4 4 4 4 3 3 3 3 
4 Textiles 3806 3636 3639 3615 3652 3623 3679 3657 3639 3091 son 4970 5016 4881 
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22 Scientific Equipment 498 573 587 601 732 808 878 920 98J 1129 1215 1346 1371 1434 
23 Otber Industries 2360 2333 2427 2428 2314 2592 V90 2606 2703 2809 2862 2815 2846 2»8 
Total 38619 38176 38749 39606 40631 41498 42199 42282 43457 44776 45409 45025 43889 45775 
(Smoothed total) 38619 38787.1 39290.3 40121 40983.5 41652.5 42359 43178.3 43981 44666.7 45274.7 45524.3 4383J 46598 
Q3 Q4 
1982 
Ql Q2 Q3 Q4 
1983 
QI Q2 Q3 
19S4 
Ql Q2 Q3 Q4 
1985 
Ql Q2 Q3 
1117 1127 1130 i i i o 1137 "24 1069 1077 1019 971 1006 980 985 974 971 984 970 





Q1 Q2 Q3 Q4 
1987 
Qt Q2 Q3 Q4 
.198$ 
Qi 'Q2 Q3 Q* 
1989 
Q1 Q2 Q4 
924 884 890 964 952 930 941 952 946 933 921 941 925 926 922 874 
29 29 32 30 30 30 29 30 31 33 31 31 11 26 24 30 
3 3 4 4 4 5 S 6 7 7 8 7 7 7 7 7 
4352 4583 4682 3049 4809 493fi 3033 5334 5196 4943 4887 5302 5I8S 5139 5291 5366 
8 3 3 9 8 3 4 6 8 3 1 4 92丨丨 8 7 M 8 3 8 8 9 3 3 6 9 1 2 6 8 8 7 8 9 0 8 7 9 2 2 8 8 8 9 0 ~ 8 9 0 3 ~ 8 8 U ~ 9 U 6 
2 3 8 231 2 1 6 2 3 3 2 2 7 2 2 $ 231 236 248 2 4 2 253 2 5 6 2 3 9 2 2 9 233 231 
4 5 6 4 6 7 4 3 3 M l 4 5 5 4 6 8 4 5 8 489 4 8 8 4 6 2 4 4 9 4 2 0 4 2 8 451 4 2 3 386 
958 9 4 4 9 4 0 961 901 8 8 4 8 6 3 9 1 0 8 M 8 2 4 7 9 7 8 7 0 8 1 9 8 0 4 782 7 8 0 
1261 1245 1283 1 3 " 1237 1232 1201 1272 1224 1143 1 1 2 0 1191 1149 113S 1188 1144 
1394 1 3 8 5 1 4 3 7 1516 1501 1524 " 8 6 1640 1606 1604 1662 1757 1 7 2 0 1711 1709 1 6 J 7 
3 2 4 6 3 2 7 9 3 1 9 1 3 3 7 3 3 2 8 2 3 4 6 4 3538 3 5 7 7 3 5 7 4 3 5 5 0 3609 3811 3 7 6 J 3 8 3 7 3 9 M 3 9 9 S 
8 1 8 791 8 2 1 8 3 i 7 9 3 3 2 9 821 8 6 9 811 788 811 8 9 7 881 8 6 1 8 8 9 86tf 
6 j S 4 5 S 4 3 3 4 3 3 3 3 3 
2 6 8 2 6 5 2 7 3 274 256 259 255 2 3 4 224 2 1 7 2 1 9 218 2 1 6 2 1 2 219 197 
5 0 3 1 5 0 6 2 5 2 4 2 J 4 6 0 3 5 0 6 3 4 8 3 3 4 6 3 j 7 I 8 5 6 0 5 5401 5 4 5 8 an 3 3 9 9 3 4 9 8 2512 3 5 5 3 
3 5 8 3 4 5 3 6 6 3 6 j 3 6 7 3 7 6 373 394 3 9 3 3 8 7 3 8 5 4 2 7 4 1 4 4 2 0 4 2 2 451 
2 3 4 257 234 2 6 8 2 2 9 2 3 8 2 4 8 2 8 2 2 6 4 259 2 3 5 2 8 3 2 6 7 2 6 7 2 7 9 2 5 5 
6 3 6 0 6 3 8 7 6 3 0 5 6 6 7 7 6 2 4 3 6 4 0 6 6411 6 8 1 0 6696 6 5 6 8 6461 6 7 7 9 6 7 2 7 6 6 0 6 6 6 8 4 6 4 9 7 
3 8 0 6 3 9 0 4 3 9 3 9 4 1 6 7 4 0 8 3 4 4 1 2 . 4 4 5 2 4 6 1 8 4538 4 5 9 3 4 6 8 6 4 9 J i 5 0 1 0 3 1 0 9 3 3 9 2 
1 9 7 2 2 0 6 0 2 I I J 1979 1921 2 0 0 9 1964 2 0 8 2 2123 2 1 4 4 2 1 1 9 2029 2019 2 1 0 3 2106 2 1 3 5 
5 5 7 561 5 4 0 574 3 4 7 5 4 2 546 504 4 3 2 4 1 2 516 4 8 9 4 5 3 458 481 
1629 I 5 $ S 1 7 0 8 1 4 7 2 1361 ( 4 3 4 1507 1536 1337 1466 1532 1601 1581 1607 1641 1569 
3 2 3 4 3241 3 2 8 4 3 3 8 3 3 3 0 7 3 2 8 9 3 3 0 2 3 4 9 5 3389 3 3 8 3 3 4 1 6 3 1 1 2 34SI 3 1 0 2 3 4 1 2 3 5 8 0 
4 5 9 1 6 4 6 0 3 0 4 6 5 2 0 4 8 6 2 3 4 6 8 1 4 47671 4 7 8 1 5 5 0 4 0 9 4 9 4 0 3 48281 4 8 5 8 1 5 0 6 0 6 4 9 8 4 4 4 9 8 2 9 5 0 3 2 8 5 0 5 6 8 
4 6 6 3 2 . 7 4 6 7 7 2 . 2 4 6 9 9 6 . 7 4 7 4 0 7 4 7 7 3 0 . 7 4 a 177 .23 48824.3 4 8 9 7 7 4 9 1 6 8 . J 4 9 2 1 7 . 7 5 4 9 3 2 8 4 9 7 1 $ 5 0 M 1 . 7 5 0 1 4 2 . 2 3 3 0 2 4 1 . 6 5 0 4 4 8 
265 
- . 5 5 2 4 * * 
- . 2 8 3 0 
,0760 
- . 1 4 5 1 
- . 3 2 1 9 




. 5 1 5 5 * * 
. 5 8 1 0 * * 
. 4 5 6 6 * * 
. 5 8 3 2 * * 
- . 1 0 6 9 
. 7 5 2 0 * * 
1 . 0 0 0 0 * * 
- . 4 6 5 2 * * 
- . 1 3 2 7 
. 4 1 3 0 * 
. 4 6 9 4 * * 
. 6 5 9 7 * * 
. 4 5 7 6 * * 
- . 5 1 6 6 * * 
A 
1 . 0 0 0 0 * * 
, 5 1 5 9 * * 
. 4 9 2 1 * * 
. 6 7 1 5 * * 
- . 4 4 1 4 * * 
. 3 8 5 9 * 
. 5 1 5 5 * * 
es: 47 Tailed Significance: * - .01 ** -.001 
B 
. 5 1 5 9 * * 
1 . 0 0 0 0 * * 
. 5 5 5 1 * * 
. 4 9 1 0 * * 
- . 4 2 0 5 * 
.4296* 
. 5 8 1 0 * * 
- . 6 3 0 5 * * 
- . 3 6 7 8 * 
. 5 5 9 8 * * 
. 5 9 0 5 * * 
. 7 4 0 9 * * 
. 6 2 5 2 * * 
- . 6 8 9 0 * * 
.0204 
.0370 
- . 5 3 0 0 * * 
- . 5 1 7 4 * * 
. 5 1 1 2 * * 
. 5 7 0 1 * * 
.0164 
. 5 0 0 9 * * 
.3190 
H 
- . 5 3 1 0 * * 
- . 6 3 0 5 * * 
- . 9 4 0 0 * * 
- . 3 4 5 7 * 
. 6 9 4 2 * * 
- . 1 3 3 7 
- . 4 6 5 2 * * 
1 . 0 0 0 0 * * 
. 8 3 3 3 * * 
- . 9 1 0 6 * * 
- . 9 3 0 3 * * 
- . 8 2 0 4 * * 
- . 4 7 6 3 * * 
. 9 6 7 7 * * 
. 5 6 2 1 * * 
.3999* 
. 8 0 3 0 * * 
. 9 3 3 1 * * 
- . 9 4 9 4 * * 
- . 2 0 7 0 
. 4 7 7 2 * * 
- . 0 6 3 5 




1 . 0 0 0 0 * * 
.3666* 
- . 5 6 6 5 * * 
.1805 
•4566** 
- . 9 4 0 0 * * 





- . 9 2 6 2 * * 
- . 4 7 1 7 * * 
- . 4 4 1 7 * * 
- . 7 7 2 7 * * 
- . 8 5 6 0 * * 
.9424** 
.2038 




- . 1 5 0 1 
- . 3 6 7 8 * 
- . 7 8 1 9 * * 
. 1 0 8 1 
. 4958** 
.3120 
- . 1 3 2 7 
.8333** 
1 . 0 0 0 0 * * 
一 . 7 2 1 9 * * 
- . 7 0 4 8 * * 
- . 5 3 2 9 * * 















1 . 0 0 0 0 * * 
- . 3 0 1 1 
.7158** 
.5832** 






- . 4 0 8 4 * 
.0299 
.2502 
- . 0 4 8 3 











- . 6 1 0 0 * * 
.1209 
.4130* 
- . 9 1 0 6 * * 
- . 7 2 1 9 * * 




- . 9 2 6 4 * * 
- . 5 6 1 9 * * 
- . 2 3 1 3 
- . 6 3 4 9 * * 
- . 7 6 0 0 * * 
.9494** 
.2743 




- . 4 4 1 4 * * 
- . 4 2 0 5 * 
- . 5 6 6 5 * * 
- . 3 0 1 1 
1 . 0 0 0 0 * * 
- .0002 
- . 1 0 6 9 
.6942** 
.4958** 
- . 6 1 0 0 * * 
- . 6 1 1 4 * * 
- . 4 4 8 2 * * 





. 6 6 8 0 * * 










- . 6 1 1 4 * * 
.2065 
.4694** 
- . 9 3 0 3 * * 
- . 7 0 4 8 * * 
.9680** 
1 . 0 0 0 0 * * 
. 8757** 
.5318** 
- . 9 2 9 8 * * 
- . 5 3 2 2 * * 
- . 2 6 4 6 
- . 6 1 6 6 * * 
- . 7 7 5 8 * * 
.9476** 
.2769 







. 7 1 5 8 * * 
- . 0 0 0 2 
1 . 0 0 0 0 * * 
. 7520** 














. 8 2 6 8 * * 
.3975* 
L 




- . 4 4 8 2 * * 
. 5167** 
.6597** 
- . 8 2 0 4 * * 
- . 5 3 2 9 * * 
.8264** 
.8757** 
1 . 0 0 0 0 * * 
. 6030** 
- . 8 7 5 1 * * 
- . 1 9 9 6 
- . 1 4 9 2 
- . 5 8 9 1 * * 
- . 6 4 1 1 * * 
.8136** 
.5561** 
- . 2 1 8 4 
.5205** 
.6736** 
Number of Cas 
APPENDIX 3.5. CORRELATION MATRIX OF EMPLOYMENT VARIATIONS IN HONG KONG MANUFACTURING 
SECTORS, 1979-1989. 


























. 4 6 8 3 * * 
. 6 2 5 2 * * 
. 4 4 6 0 * * 
. 4 3 2 2 * 
- . 4 0 5 7 * 
. 3 9 2 0 * 
. 4 5 7 6 * * 
- . 4 7 6 3 * * 
- . 1 7 7 1 
. 4 4 6 1 * * 
. 5 3 1 8 * * 
. 6 0 3 0 * * 
1 . 0 0 0 0 * * 
- . 5 4 8 0 * * 
- . 1 3 3 9 
- . 0 1 3 7 
- . 2 1 2 6 
- . 3 1 0 2 
. 3 5 7 5 * 
. 4 2 8 0 * 
. 4 3 4 1 * 
. 5 9 8 5 * * 
. 3 3 0 7 
S 
. 4 6 8 1 * * 
. 5 1 1 2 * * 
. 9 4 2 4 * * 
. 3 5 5 4 * 
- . 5 9 3 3 * * 
. 0 7 0 1 
. 3 7 9 6 * 
- . 9 4 9 4 * * 
- . 8 4 2 2 * * 
. 9 4 9 4 * * 
• 9 4 7 6 * * 
. 8 1 3 6 * * 
. 3 5 7 5 * 
一.9359 * * 
- . 5 7 5 2 * * 
- . 3 6 8 1 * 
- . 7 4 4 1 * * 
- . 8 5 9 2 * * 
1 . 0 0 0 0 * * 
. 1 6 9 3 
- . 5 6 7 5 * * 
- . 0 0 2 7 
. 6 4 0 2 * * 
N 
5524* * 
6890 * * 
9 262 * * 
4084* 
6349 * * 
1950 
5166* * 
9 677 * * 
7959* * 
9 2 6 4 * * 
9298 * * 
8751 * * 
5480* * 




8784 * * 

























0 0 0 0 * * 
2498 
8 0 2 1 * * 
4160* 
O 
- . 2 8 3 0 
. 0204 
- . 4 7 1 7 * * 
. 0299 
. 7 4 0 8 * * 
. 3 619 * 
. 2453 
. 5 6 2 1 * * 
. 5 4 2 6 * * 
- . 5 6 1 9 * * 
- . 5 3 2 2 * * 
- . 1 9 9 6 
- . 1 3 3 9 
. 4 9 1 1 * * 
1 . 0 0 0 0 * * 
. 3 641 * 
. 3 5 4 2 * 
. 5 9 5 8 * * 













. 4 7 7 2 * * 
. 7 1 4 9 * * 
- . 4 1 2 8 * 
- . 3 4 6 5 * 




. 4 9 8 4 * * 
. 6 5 1 6 * * 
. 6 1 6 6 * * 
- . 5 6 7 5 * * 
. 2498 
1 . 0 0 0 0 * * 
. 5 2 0 1 * * 










. 4 8 3 9 * * 
- . 2 3 1 3 
- . 2 6 4 6 
- . 1 4 9 2 
- . 0 1 3 7 
.2997 
. 3641* 
1 . 0 0 0 0 * * 
. 4 5 4 8 * * 
. 5 2 8 9 * * 
- . 3 6 8 1 * 
. 2025 





. 5 0 0 9 * * 
. 1130 
. 6 8 6 8 * * 
. 0356 
. 8 2 6 8 * * 
. 5 3 7 9 * * 




. 5 205 * * 
. 5 985 * * 





- . 0 0 2 7 
. 8 0 2 1 * * 
. 5 201 * * 
1 . 0 0 0 0 * * 
. 3 510* 
Q 
- . 1 4 5 1 
- . 5 3 0 0 * * 
- . 7 7 2 7 * * 
- . 0 4 8 3 
. 5 2 6 5 * * 
. 0485 
- . 2 8 7 8 
. 8 0 3 0 * * 
. 8 3 8 9 * * 
- . 6 3 4 9 * * 
- . 6 1 6 6 * * 
- . 5 8 9 1 * * 
- . 2 1 2 6 
. 7 7 3 3 * * 
. 3542* 
. 4 5 4 8 * * 
1 . 0 0 0 0 * * 
. 8 8 3 6 * * 
- . 7 4 4 1 * * 
- . 1 4 1 9 
. 6 5 1 6 * * 
.1108 
- . 0 8 6 6 
W 
. 5 0 5 2 * * 
. 3190 
. 5 5 5 8 * * 
. 6 3 1 2 * * 
- . 2 2 0 4 
. 3975* 
. 4 8 0 3 * * 
- . 5 0 4 5 * * 
- . 2 5 1 8 
. 6 9 7 9 * * 
. 7 0 0 1 * * 
. 6 7 3 6 * * 
.3307 
- . 5 6 3 2 * * 
- . 2 1 6 6 
. 1284 
- . 0 8 6 6 
- . 2 2 4 2 
. 6 402 * * 
. 4160* 
- . 0 6 4 3 
. 3510* 
1 . 0 0 0 0 * * 
R 
- . 3 2 1 9 
- . 5 1 7 4 * * 
- . 8 5 6 0 * * 
- . 0 5 0 6 
. 6 6 8 0 * * 
. 0 788 
- . 2 9 4 0 
. 9 3 3 1 * * 
. 9 0 9 1 * * 
- . 7 6 0 0 * * 
- . 7 7 5 8 * * 
- . 6 4 1 1 * * 
- . 3 1 0 2 
. 8 7 8 4 * * 
. 5 9 5 8 * * 
. 5 2 8 9 * * 
• 8 8 3 6 * * 
1 . 0 0 0 0 * * 
- . 8 5 9 2 * * 
- . 0 0 9 5 
. 6 1 6 6 * * 
. 1732 













APPENDIX 3.6. CORRELATION MATRIX OF ESTABLISHMENT VARIATIONS IN HONG KONG MANUFACTURING 
SECTORS, 1979-1989. 
A 
0 0 0 0 * * 
4 4 8 9 * * 
5 2 6 8 * * 
4 9 6 5 * * 
3446* 
5500 * * 
2202 
9 3 8 1 * * 
8 5 0 0 * * 
7 9 2 2 * * 
8 5 2 8 * * 
8 7 5 4 * * 
3995* 
9 1 6 4 * * 
6 8 9 6 * * 
2105 
8 7 2 5 * * 
8 0 7 0 * * 
9 3 2 6 * * 
2358 
6 7 0 1 * * 
6 1 6 4 * * 
8 4 1 8 * * 
G 
2 2 0 2 
1872 




0 0 0 0 * * 
2294 





2 8 8 6 
2452 




7 2 6 5 * * 
4 6 9 3 * * 
4 5 7 0 * * 
0 6 8 0 
(See appendix 3.1 
Number of cases: 
.for variable identification) 
47 Tailed Significance: * - .01 ** -.001 
B 
- . 4 4 8 9 * * 
1 . 0 0 0 0 * * 
. 1 7 7 6 
. 0 3 0 6 
- . 3 3 5 3 
- . 0 0 3 9 
- . 1 8 7 2 
- . 3 6 3 2 * 
- . 4 8 2 7 * * 
. 1 847 
- . 4 4 9 2 * * 
. 1 1 3 0 
- . 1 4 0 1 
- . 4 1 7 3 * 
- . 6 5 1 8 * * 
. 3 270 
- . 0 6 9 5 
. 2 7 5 3 
. 0 7 2 6 
. 1937 
H 
. 9 3 8 1 * * 
- . 3 6 3 2 * 
- . 7 0 0 2 * * 
- . 5 9 9 5 * * 
. 3 267 
- . 6 5 2 6 * * 
. 2 294 
1 . 0 0 0 0 * * 
• 8 5 9 1 * * 
- . 9 1 0 0 * * 
- . 9 4 4 1 * * 
- . 8 9 3 7 * * 
. 5 1 1 8 * * 
. 9 7 2 3 * * 
- . 7 & 2 3 * * 
- . 3 8 4 7 * 
. 8 3 9 8 * * 
. 7 2 7 4 * * 
- . 9 8 4 5 * * 
- • 2 5 6 5 
- . 6 0 2 4 * * 
- . 6 3 4 7 * * 
- . 8 9 8 5 * * 
C 
- . 5 2 6 8 * * 
. 1776 
1 . 0 0 0 0 * * 
. 3 191 
- . 1 3 4 4 
. 3159 
- . 5 4 9 6 * * 
- . 7 0 0 2 * * 
- . 7 0 1 0 * * 
. 7 6 5 9 * * 
. 6 7 9 9 * * 
. 4 6 2 3 * * 
- . 7 7 7 0 * * 
- . 7 1 6 1 * * 
. 4 6 2 8 * * 
. 5 5 3 6 * * 
- . 2 7 1 2 
- . 3 4 9 4 * 
. 6 7 8 8 * * 
- . 1 2 1 1 
- . 0 2 7 9 
. 1766 
. 5 3 4 8 * * 
I 
. 8 5 0 0 * * 
- . 4 8 2 7 * * 
- . 7 0 1 0 * * 
- . 2 1 8 6 
. 3 881* 
- . 2 9 1 2 
. 5 1 0 4 * * 
. 8 5 9 1 * * 
1 . 0 0 0 0 * * 
- . 6 8 9 2 * * 
- . 7 0 1 2 * * 
- . 6 3 5 7 * * 
. 4 6 2 2 * * 
. 8 7 3 3 * * 
- . 4 5 7 7 * * 
- . 1 8 5 6 
. 6 6 5 6 * * 
. 8 4 5 9 * * 
- . 8 2 4 4 * * 
. 1381 
- . 3 3 2 2 
- . 2 6 6 9 
- . 6 0 9 4 * * 
D 
- . 4 9 6 5 * * 
. 0306 
. 3191 
1 . 0 0 0 0 * * 
- . 1 6 1 4 
. 8 5 7 0 * * 
. 3768* 
- . 5 9 9 5 * * 
- . 2 1 8 6 
. 7 6 0 6 * * 
. 7 5 8 7 * * 
. 7 8 8 5 * * 
- . 3 3 1 0 
- . 5 7 6 0 * * 
. 8 6 3 6 * * 
. 5 7 9 5 * * 
- . 6 2 5 2 * * 
- . 1 2 1 9 
. 6 8 0 2 * * . 7 4 4 7 * * 
. 7 1 2 4 * * 
. 8 6 4 0 * * 
. 8 2 8 9 * * 
J 
- . 7 9 2 2 * * 
.1847 
. 7 659 * * 
. 7 6 0 6 * * 
- . 2 0 5 1 
. 7 5 6 2 * * 
- . 1 5 5 8 
- . 9 1 0 0 * * 
- . 6 8 9 2 * * 
1 . 0 0 0 0 * * 
. 9 678 * * 
. 8 8 8 3 * * 
- . 6 2 0 2 * * 
- . 8 8 4 3 * * 
. 8 614 * * 
. 6 023 * * 
- . 6 9 1 9 * * 
- . 4 4 1 3 * * 
. 9 395 * * 
. 3688* 
. 5 480 * * 
. 6 995 * * 
. 9 264 * * 
E 
. 3 446* 
- . 3 3 5 3 
- . 1 3 4 4 
- . 1 6 1 4 
1 . 0 0 0 0 * * 
- . 0 4 1 1 
. 3 091 
. 3267 
. 3 881 * 
- . 2 0 5 1 
- . 1 9 0 7 
- . 1 6 6 0 
. 2370 
. 4 375 * 
. 0224 
. 2048 
. 3 847 * 
. 5 1 9 5 * * 
- . 3 0 3 2 
.2168 
- . 1 4 1 5 
- . 0 4 4 6 
- . 1 4 0 2 
K 
- . 8 5 2 8 * * 
. 1663 
. 6 7 9 9 * * 
. 7 5 8 7 * * 
- . 1 9 0 7 
. 7 7 8 1 * * 
- . 1 0 7 3 
- . 9 4 4 1 * * 
- . 7 0 1 2 * * 
. 9 6 7 8 * * 
1 . 0 0 0 0 * * 
. 9 3 4 8 * * 
- . 5 2 3 9 * * 
- . 8 9 6 6 * * 
. 8 8 7 7 * * 
. 5 5 6 3 * * 
- . 7 7 0 5 * * 
- . 5 0 2 6 * * 
. 9 6 6 1 * * 
. 4 333 * 
. 6 3 8 0 * * 
. 7 5 8 7 * * 
. 9 627 * * 
F 
- . 5 5 0 0 * * 
- . 0 0 3 9 
. 3159 
. 8 5 7 0 * * 
- . 0 4 1 1 
1 . 0 0 0 0 * * 
. 3 5 8 8 * 
- . 6 5 2 6 * * 
- . 2 9 1 2 
. 7 5 6 2 * * 
• 7 7 8 1 * * 
. 7 9 6 4 * * 
- . 2 5 6 9 
- . 5 7 8 4 * * 
. 8 6 9 3 * * 
. 4 6 4 5 * * 
- . 6 6 8 6 * * 
- . 1 5 8 9 
. 6 9 9 9 * * 
. 6 7 9 2 * * 
. 7 0 8 7 * * 
. 8 6 6 6 * * 
. 8 5 1 7 * * 
L 
- . 8 7 5 4 * * 
. 2567 
. 4 6 2 3 * * 
. 7 8 8 5 * * 
- . 1 6 6 0 
. 7 9 6 4 * * 
. 0965 
- . 8 9 3 7 * * 
- . 6 3 5 7 * * 
. 8 8 8 3 * * 
. 9 3 4 8 * * 
1 . 0 0 0 0 * * 
- . 3 2 5 8 
- . 8 4 6 0 * * 
. 9 1 3 0 * * 
. 4 2 4 5 * 
一 . 8 6 6 0 * * 
- . 5 6 1 2 * * 
. 9 3 4 3 * * 
. 5 8 4 8 * * 
. 8 3 5 8 * * 
. 8 6 4 6 * * 










5118 * * 
4 6 2 2 * * 
6 2 0 2 * * 
5 2 3 9 * * 
3258 
0 0 0 0 * * 











9 3 2 6 * * 
3270 
6 7 8 8 * * 
6802** 
3032 
6999 * * 
1829 
9 8 4 5 * * 
8 2 4 4 * * 
9 3 9 5 * * 
9 6 6 1 * * 
9 3 4 3 * * 
5 082 * * 
9 6 3 4 * * 
8 2 4 6 “ 
4292* 
8 3 7 8 * * 
6 830 * * 
0 0 0 0 * * 
3186 
6 5 5 4 * * 
6861** 
9 3 6 9 * * 
. 5 4 2 4 * * 
1 . 0 0 0 0 * * 
- . 7 0 6 4 * * 
- . 3 6 3 9 * 
. 8 0 0 7 * * 
. 7 6 7 0 * * 
- . 9 6 3 4 * * 
- . 1 6 2 8 
- . 5 6 1 0 * * 
- . 5 5 0 2 * * 
- . 8 4 8 0 * * 
T 
- . 2 3 5 8 
- . 0 6 9 5 
- . 1 2 1 1 
. 7 4 4 7 * * 
.2168 
. 6 7 9 2 * * 
. 7 2 6 5 * * 
- . 2 5 6 5 
. 1 3 8 1 
. 3 6 8 8 * 
. 4 3 3 3 * 
. 5 8 4 8 * * 
. 1475 
- . 1 6 2 8 
. 6 7 5 7 * * 
. 3 7 6 6 * 
- . 4 6 2 1 * * 
. 1 0 5 8 
. 3 1 8 6 
1 . 0 0 0 0 * * 
. 6 9 6 4 * * 
. 8 5 8 2 * * 





















- . 6 8 9 6 * * 
. 1130 
. 4 6 2 8 * * 
. 8 6 3 6 * * 
. 0224 
. 8 6 9 3 * * 
. 2452 
- . 7 8 2 3 * * 
- . 4 5 7 7 * * 
. 8 6 1 4 * * 
. 8 8 7 7 * * 
. 9 1 3 0 * * 
- . 3 3 2 6 
- . 7 0 6 4 * * 
1 . 0 0 0 0 * * 
. 5 5 6 4 * * 
- . 7 4 3 5 * * 
- . 3 1 0 8 






- . 6 7 0 1 * * 
. 2753 
- . 0 2 7 9 
. 7 1 2 4 * * 
- . 1 4 1 5 
. 7 0 8 7 * * 
. 4 6 9 3 * * 
- . 6 0 2 4 * * 
- . 3 3 2 2 
. 5 4 8 0 * * 
. 6 3 8 0 * * 
. 8 3 5 8 * * 
. 0435 
- . 5 6 1 0 * * 
. 7 6 4 2 * * 
. 1575 
- . 8 1 9 3 * * 
- . 4 8 3 5 * * 
. 6 5 5 4 * * 
. 6 9 6 4 * * 
1 . 0 0 0 0 * * 
. 8 5 6 4 * * 
























. 4 292* 
. 3766* 
. 1575 
. 4 5 2 5 * * 
. 4 8 3 1 * * 
V 
. 6 1 6 4 * * 
. 0726 
. 1766 
. 8 6 4 0 * * 
-.0446 
. 8 6 6 6 * * 
. 4 5 7 0 * * 












. 8 582 * * 
. 8 564 * * 
. 0 0 0 0 * * 
. 8 4 6 2 * * 
Q 
. 8 7 2 5 * * 
- . 4 1 7 3 * 
- . 2 7 1 2 
- . 6 2 5 2 * * 
. 3 847 * 
- . 6 6 8 6 * * 
- . 1 0 4 6 
. 8 3 9 8 * * 
. 6 6 5 6 * * 
- . 6 9 1 9 * * 
- . 7 7 0 5 * * 
- . 8 6 6 0 * * 
. 1316 
. 8 0 0 7 * * 
- . 7 4 3 5 * * 
- . 1 2 5 9 
1 . 0 0 0 0 * * 
. 7 3 4 3 * * 
- . 8 3 7 8 * * 
- . 4 6 2 1 * * 
- . 8 1 9 3 * * 
- . 7 3 3 6 * * 
- . 8 2 8 6 * * 
W 
- . 8 4 1 8 * * 
. 1937 
. 5 3 4 8 * * 
. 8 2 8 9 * * 
- . 1 4 0 2 
. 8 5 1 7 * * 
.0680 
- . 8 9 8 5 * * 
- . 6 0 9 4 * * 
. 9 2 6 4 * * 
. 9 6 2 7 * * 
. 9 6 7 1 * * 
- . 4 0 8 6 * 
- . 8 4 8 0 * * 
. 9 2 8 4 * * 
. 4 8 3 1 * * 
- . 8 2 8 6 * * 
- . 4 7 8 6 * * 
. 9 369 * * 
. 5 6 7 5 * * 
. 7 594 * * 
. 8 4 6 2 * * 








































 7  7
 8
 9  4 
5 2
 9
 8  8




0 0 0 0 * * 
1777 
0943 
6 9 6 8 * * 
1019 
7 1 1 4 * * 
7 1 2 0 * * 
8 8 3 7 * * 
6 9 0 5 * * 
7 3 2 7 * * 
8 3 5 0 * * 
7 7 8 7 * * 
7 0 8 9 * * 
8 4 9 3 * * 
7 6 1 4 * * 
4 6 1 1 * * 
1099 
8 4 4 3 * * 
8 3 1 7 * * 
3082 
8 3 2 7 * * 
8 5 8 2 * * 





3 3 8 7 * 
0 0 0 0 * * 
5 0 7 3 * * 
3 4 5 6 * 
5 3 4 8 * * 
4 3 3 6 * 
4 0 1 7 * 
3 3 9 4 * 
5 4 7 6 * * 
3 4 8 3 * 
0478 
1117 
4 1 1 2 * 
4 8 6 3 * * 
0886 
5 8 7 6 * * 
4 9 0 4 * * 
2936 
B 
. 1 7 7 7 
1 . 0 0 0 0 * * 
. 2 1 3 2 
- . 4 3 8 1 * 
- . 3 3 8 9 * 
- . 3 2 3 0 
. 0 2 3 8 
- . 2 8 5 6 
. 0101 
. 1 5 8 1 
- . 3 6 4 2 * 
- • 2 8 6 6 
. 5 7 5 6 * * 
- . 4 4 7 9 * * 
- . 2 9 6 4 
- . 1 9 3 8 
. 2 8 5 8 
- . 2 4 3 2 
- . 4 1 6 1 * 
- . 5 5 8 4 * * 
- . 2 4 8 7 
- . 4 5 7 3 * * 
H 
- . 8 8 3 7 * * 
- . 2 8 5 6 
. 0 2 4 2 
. 8 6 5 9 * * 
. 3 4 3 3 * 
. 8 1 0 9 * * 
- . 5 0 7 3 * * 
1 . 0 0 0 0 * * 
. 6 9 8 1 * * 
- • 5 6 8 2 * * 
. 8 1 9 7 * * 
. 8 4 2 2 * * 
- . 7 7 0 1 * * 
. 8 3 1 7 * * 
. 8 4 9 3 * * 
. 6 7 6 7 * * 
. 2 3 3 6 
. 9 3 9 0 * * 
. 8 8 4 5 * * 
. 4 5 1 0 * * 
. 8 3 8 9 * * 
. 8 9 8 7 * * 
. 8 0 0 3 * * 
C 
- . 0 9 4 3 
. 2132 
1 . 0 0 0 0 * * 
- . 0 9 7 1 
. 1 7 9 0 
. 3 326 
- . 1 4 6 0 
. 0242 
. 1 499 
- . 2 0 4 5 
- . 0 1 1 4 
- . 0 7 5 9 
- . 2 1 5 0 
. 0302 
. 2 7 3 5 
. 1 859 
.2286 
. 1 3 3 1 
- . 2 0 2 9 
- . 3 9 2 3 * 
- . 2 7 3 4 
- . 0 5 8 4 
I 
- . 6 9 0 5 * * 
. 0101 
. 1 499 
. 5 8 6 8 * * 
. 1 975 
. 6 6 6 5 * * 
- . 3 4 5 6 * 
. 6 9 8 1 * * 
1 . 0 0 0 0 * * 
- . 5 9 7 8 * * 
. 6 7 2 2 * * 
. 6 9 7 2 * * 
- . 4 8 9 9 * * 
. 6 0 5 8 * * 
. 6 0 4 1 * * 
. 6 1 5 7 * * 
. 4 9 8 4 * * 
. 7 7 4 0 * * 
. 5 9 6 5 * * 
. 1 836 
. 6 2 8 0 * * 
. 6 1 5 4 * * 
. 7 0 7 9 * * 
D 
- . 6 9 6 8 * * 
- . 4 3 8 1 * 
- . 0 9 7 1 
1 . 0 0 0 0 * * 
. 5 4 2 0 * * 
. 7 1 4 7 * * 
- . 2 5 6 0 
. 8 6 5 9 * * 
. 5 8 6 8 * * 
- . 4 1 5 8 * 
. 8 2 3 5 * * 
. 8 3 2 5 * * 
- . 7 7 7 7 * * 
. 7 8 8 2 * * 
. 8 1 7 3 * * 
. 6 4 9 1 * * 
. 1 594 
. 8 5 1 6 * * 
. 9 1 2 3 * * 
. 6 8 7 5 * * 
. 7 6 2 0 * * 
. 8 9 6 2 * * 
J 
. 7 3 2 7 * * 
. 1 5 8 1 
一.2045 
- . 4 1 5 8 * 
. 0613 
- . 4 8 7 0 * * 
. 5 3 4 8 * * 
- . 5 6 8 2 * * 
- . 5 9 7 8 * * 
1 . 0 0 0 0 * * 
- . 5 7 5 3 * * 
- . 5 3 7 5 * * 
. 5 6 2 5 * * 
- . 5 7 9 0 * * 
- . 4 7 0 0 * * 
- . 3 4 3 1 * 
- . 2 3 8 5 
- . 5 5 2 1 * * 
- . 4 9 6 7 * * 
- . 1 2 8 0 
- . 5 3 1 4 * * 
- . 5 5 1 4 * * 
- . 4 9 4 2 * * 
E 
- . 1 0 1 9 
- . 3 3 8 9 * 
. 1 7 9 0 
. 5 4 2 0 * * 
1 . 0 0 0 0 * * 
. 5 4 9 1 * * 
. 2 505 
. 3 4 3 3 * 
. 1 975 
. 0 613 
• 4 5 0 1 * * 
. 4 4 5 3 * * 
- . 5 6 4 8 * * 
. 3 9 8 0 * 
. 5 9 7 1 * * 
. 5 1 1 3 * * 
. 1 2 5 4 
. 4 4 2 6 * * 
. 3 0 5 3 
. 5 0 2 7 * * 
. 0 825 
. 4 1 4 6 * 
K 
- . 8 3 5 0 * * 
- . 3 6 4 2 * 
- . 0 1 1 4 
. 8 2 3 5 * * 
. 4 5 0 1 * * 
. 7 2 2 3 * * 
- . 4 3 3 6 * 
. 8 1 9 7 * * 
. 6 7 2 2 * * 
- . 5 7 5 3 * * 
1 . 0 0 0 0 * * 
. 8 7 8 2 * * 
- . 7 9 4 6 * * 
. 9 1 4 2 * * 
. 8 4 4 0 * * 
. 5 8 5 4 * * 
. 1072 
. 8 4 0 1 * * 
. 8 5 1 7 * * 
. 5 4 7 7 * * 
. 7 6 0 1 * * 
. 8 9 3 3 * * 
. 7 8 7 1 * * 
F 
- . 7 1 1 4 * * 
- . 3 2 3 0 
. 3 3 2 6 
. 7 1 4 7 * * 
. 5 4 9 1 * * 
1 . 0 0 0 0 * * 
- . 3 3 8 7 * 
. 8 1 0 9 * * 
. 6 6 6 5 * * 
- . 4 8 7 0 * * 
. 7 2 2 3 * * 
. 7 2 0 7 * * 
- . 8 4 6 4 * * 
. 7 3 5 1 * * 
. 8 7 4 0 * * 
. 6 8 8 9 * * 
. 1 2 3 9 
. 8 5 3 6 * * 
. 6 5 1 4 * * 
. 4 3 2 7 * 
. 4 8 8 3 * * 
. 7 9 0 4 * * 
L 
- . 7 7 8 7 * * 
- . 2 8 6 6 
- . 0 7 5 9 
. 8 3 2 5 * * 
. 4 4 5 3 * * 
. 7 2 0 7 * * 
- . 4 0 1 7 * 
. 8 4 2 2 * * 
. 6 9 7 2 * * 
- . 5 3 7 5 * * 
. 8 7 8 2 * * 
1 . 0 0 0 0 * * 
- . 6 7 6 0 * * 
. 8 4 8 7 * * 
. 7 8 4 0 * * 
. 5 5 4 2 * * 
.2820 
. 8 3 8 4 * * 
. 8 6 1 8 * * 
. 4 9 4 1 * * 
. 8 1 5 7 * * 
. 8 8 4 1 * * 
. 8 7 1 9 * * 
APPENDIX 3.7. CORRELATION MATRIX OF AVERAGE EMPLOYMENT PER ESTABLISHMENT IN HONG KONG 
MANUFACTURING SECTORS, 1979-1989，AND BASIC STATISTICS. 





Number of Cases: 47 Tailed Significance: * - .01 ** -.001 
I ' l ^ l l l l _ ? 7 6 1 4 * * - P 4 6 1 1 - - ? 1 0 9 9 ^ 8 4 4 3 -
® " . 4 4 7 9 * * - . 2 9 6 4 - . 1 9 3 8 . 2 8 5 8 - 2 4 3 2 
S H - ^ 0 2 .2735 .1859 . 2 2 8 6 1331 
I ' ' U l l * ^ 8 8 2 ^ . 8 1 7 3 * * . 6 4 9 1 * * . 1 5 9 4 . 8 5 1 6 ^ 
I ' 5 6 4 8 * * . 3 9 8 0 * . 5 9 7 1 * * . 5 1 1 3 * * . 1254 . 4 4 2 6 * * 
I ^ l i t t ： ‘ 8 7 4 0 ^ . 6 8 8 9 - . 1 2 3 9 8 5 3 6 -G . 3 3 9 4 * - . 5 4 7 6 * * - . 3 4 8 3 * - . 0 4 7 8 1117 a ^ * 
？ = : . 8 3 1 7 * * : 二 * ：2336 "：9390-
I " ' H i l l * . 6 0 5 8 * * . 6 0 4 1 * * . 6 1 5 7 * * . 4 9 8 4 * * 7 7 4 0 * * 
^ . . 5 6 2 5 * * - . 5 7 9 0 * * - . 4 7 0 0 * * - . 3 4 3 1 * - . 2 3 8 5 - 5 5 2 1 * * 
l - - ^ ： ： ^ 1 4 2 - . 8 4 4 0 - . 5 8 5 4 - . 1072 . 8 4 o J -
J； 7 - ^ 9 ! . 8 4 8 7 * * . 7 8 4 0 * * . 5 5 4 2 * * . 2 8 2 0 . 8 3 8 4 * * 
M ^ O O O O * * - . 8 0 0 1 * * - . 8 5 7 4 * * - . 5 9 3 1 * * . 0122 i 7 9 8 2 * * 
N - . 8 0 0 1 * * 1 . 0 0 0 0 * * . 8 1 2 2 * * . 4 9 6 8 * * . 0 1 7 1 8 0 9 7 * * 
？ - . 8 5 7 4 * * . 8 1 2 2 * * 1 . 0 0 0 0 * * . 7 3 4 9 * * . 1 046 . 9 1 0 2 * * 
£ - • 竺 9 3 1 * * . 4 9 6 8 * * . 7 3 4 9 * * 1 . 0 0 0 0 * * . 2 8 8 0 . 7 5 1 9 * * 
g ' ^ l l l . 0 1 7 1 . 1 0 4 6 . 2880 1 . 0 0 0 0 * * . 2 6 7 1 
^ ' ' I I I 2 * * - S 0 9 7 * * . 9 1 0 2 * * . 7 5 1 9 * * . 2 6 7 1 1 . 0 0 0 0 * * 
S - . 7 2 0 2 * * . 8 7 2 8 * * . 7 4 1 7 * * . 4 7 4 3 * * . 0 3 8 4 . 8 2 2 7 * * 
T - . 5 5 8 6 * * . 4 6 4 3 * * . 5 3 9 1 * * . 3 8 9 4 * - . 2 2 2 4 . 4 8 0 1 * * 
U - . 5 2 8 1 * * . 7 8 4 7 * * . 5 9 3 0 * * . 3 9 4 7 * . 1889 . 7 5 5 5 * * 
V - . 8 2 4 5 * * . 9 2 3 4 * * . 8 4 7 1 * * . 5 3 8 2 * * . 0 2 4 0 . 8 6 7 8 * * 
W - . 5 7 2 2 * * . 6 9 9 9 * * . 6 6 9 1 * * . 5 3 8 0 * * . 2557 .1926** 
S T U V W 
A - . 8 3 1 7 * * - . 3 0 8 2 - . 8 3 2 7 * * - . 8 5 8 2 * * - . 7 2 7 3 * * 
B - • 4 1 6 1 * - . 5 5 8 4 * * - . 2 4 8 7 - . 4 5 7 3 * * - . 2 5 4 0 
C - . 2 0 2 9 - . 3 9 2 3 * - . 2 7 3 4 - . 0 5 8 4 - . 2 7 9 7 
D . 9 1 2 3 * * . 6 8 7 5 * * . 7 6 2 0 * * . 8 9 6 2 * * . 8 6 9 0 * * 
E . 3 0 5 3 . 5 0 2 7 * * .0825 . 4 1 4 6 * . 2 9 6 0 
F . 6 5 1 4 * * . 4 3 2 7 * . 4 8 8 3 * * . 7 9 0 4 * * . 5 8 3 6 * * 
G - . 4 8 6 3 * * . 0 8 8 6 5 8 7 6 * * - . 4 9 0 4 * * 一 . 2 9 3 6 
H . 8 8 4 5 * * . 4 5 1 0 * * . 8 3 8 9 * * . 8 9 8 7 * * . 8 0 0 3 * * 
I . 5 9 6 5 * * . 1 8 3 6 . 6 2 8 0 * * . 6 1 5 4 * * . 7 0 7 9 * * 
J - . 4 9 6 7 * * - . 1 2 8 0 - . 5 3 1 4 * * - . 5 5 1 4 * * - . 4 9 4 2 * * 
K . 8 5 1 7 * * . 5 4 7 7 * * . 7 6 0 1 * * . 8 9 3 3 * * . 7 8 7 1 * * 
L . 8 6 1 8 * * . 4 9 4 1 * * . 8 1 5 7 * * . 8 8 4 1 * * . 8 7 1 9 * * 
M - . 7 2 0 2 * * - . 5 5 8 6 * * - . 5 2 8 1 * * - . 8 2 4 5 * * - . 5 7 2 2 * * 
N . 8 7 2 8 * * . 4 6 4 3 * * . 7 8 4 7 * * . 9 2 3 4 * * . 6 9 9 9 * * 
O . 7 4 1 7 * * . 5 3 9 1 * * . 5 9 3 0 * * . 8 4 7 1 * * . 6 6 9 1 * * 
P . 4 7 4 3 * * . 3 8 9 4 * . 3 9 4 7 * . 5 3 8 2 * * . 5 3 8 0 * * 
Q . 0 3 8 4 - . 2 2 2 4 .1889 . 0240 .2557 
R . 8 2 2 7 * * . 4 8 0 1 * * . 7 5 5 5 * * . 8 6 7 8 * * . 7 9 2 6 * * 
S 1.0000** . 5 8 8 7 * * . 9 0 8 8 * * . 9 5 3 6 * * . 8 8 6 0 * * 
T . 5 8 8 7 * * 1 . 0 0 0 0 * * . 3 7 1 6 * . 6 1 9 6 * * . 6 2 0 4 * * 
U . 9 0 8 8 * * . 3 7 1 6 * 1 . 0 0 0 0 * * . 8 3 2 2 * * . 8 5 1 5 * * 
V . 9 5 3 6 * * . 6 1 9 6 * * . 8 3 2 2 * * 1 . 0 0 0 0 * * . 8 2 8 1 * * 
W . 8 8 6 0 * * . 6 2 0 4 * * . 8 5 1 5 * * , 8 2 8 1 * * 1 . 0 0 0 0 * * 
會 
271 




E Wearing apparel 
F Leather products 
G Footwear 
H Wood products 
I Furniture 
J Paper products 
K Printing and publishing 9 
L Chemicals products 11 
M Petroleum 
N Rubber products 
O Plastic products 
P Non-metal, mineral pro 
Q Basic metal industries 
R Fabricated metal Pro. 
S Machinery 
T Electrical machinery 
U Transport equipment 

























DESCRIPTIVE STATISTICS OF AVERAGE NUMBER OF EMPLOYEES PER FIRM BY HONG KONG 
MANUFACTURING SECTORS, 1979 - 1989. 
Variable Mean Std Dev Minimum Maximum 
272 
APPENDIX 3.8. NUMBER OF ESTABLISHMENTS AND AVERAGED EMPLOYMENT PER FIRM FOR EACH 
MANUFACTURING SECTOR, 1979-1989. 
Textiles 
5 5 0 0 E s t a b , , s h m e n t s 2B ^ 6 1 ^ ^ 8 ^ ^niployed 
' I y k 
4,500 [•...”J 24 \ F^： 
4,000 […1 2 2 卜 -"•�. . 
o 5 0 0 m « ^ t 1 * 1 * * * 1 1 1 1 * 1 m 1 1 1 1 * 1 丨 • I 省 1 • • • 者 1 • 書 • • ’ 1 靈 會 1 1 • 會 I • 1 j 
‘ 1078 1984 1969 tB78 1984 1 日 89 
Wearing Apparel 
9,800i Establishments 311 Averaged Employed 
9 , 6 0 0 | - 4 • • . B 30H AR-……… 
,000 .....m.....U a i . — ^ 
8 ,800 [ ' 1 / 丨 26 h ...•••.."•.: 
a RFIFJL•” 1.1 T N 11 N I.».>»I T I L I,.I» N. PQ I I.I U I.» 1111 J I 1111 •息 1111 o , o ^ l g 7 8 1 9 8 4 1089 ^ ^ 1978 1884 1989 
Leather Products 
2 6 0 1 Establishments 1Q | Averaged Employed 
汁.........——...：： V A 
j 8 0 j 12 \ ******* 
i60f / 4 — 
1 4 0 K :• 
d u r a l " 111 i M m n m t n I 11 n, 









6001 Establishments 19. Averaged Employed I Mveragea tmpioyea 
:IfK： 
L / I 
丨__ • __鲁< •鲁春書_•参镰參會暴參攀暴參一黌耱會參丨參華書畚參耱參參書攀書參a 
L y 
I si 1 
P - M — A . 
Wood and Cork Products 
,400i Establishments 7i Averaged Employed i i 涯 量 邋 y 4 ' ' ¥ » I « I » 1 » f » 1 « 1 « 1A V ill » 1 I 1 
1878 1984 1989 1^ 07% ' ' IB&i ' (u/ ‘ 188^ 
Furniture and Fixture 
i 7.5 I Establishments ‘ I Averaged Employed 
J a 
I 言 • • 備 气 垂 曹 • > • • 書 • • 鲁 書 嘗 • • 餐 垂 • 書 C n I M I I 1 I ‘ H 1 1 1 1 ‘ 1 ‘ 1 1 1 1 1 1 1 1 












h — — 
H r . . . 
==為 
遍 * • ‘ • • • 塵 數 丨 》 垂 • • f • 售 • f • • • • • • 省 1978 1884 1989 Beverages 
1984 1989 
32| Establishments 180 l Averaged Employed 
_ _ 
2 4 [ 1 3 0 / 
/V> I • « « 1 1 1 • 1 1 1 • • • • t • » 1 1 1 1 書 • 1 4 r \r \ l t i i i t t i i t i t t i i t i i t i L i t t i 
CjC^ I 
1978 1984 1989 1978 1984 1889 
Tobacco 
8| 制aw丨shmenfs Averaged Employed 
I I — 
F t 










Petroleum and Coal Products 




4 十 ^ ^ . — 
3 h 20 H A 
• • • • ^ ^ • 1 1 1 • • • 會 ， 番 1 1 書 _ • • 1 言 I 
1978 1884 1989 Q ! 1 1 11 M 1 _ 11 _ • 1 1 11 _ _ 1 1 1 1 1 1 
1970 1984 1989 
Rubber Products 
450, 
A Establishments 1 0 . Averaged Employed 
義 _ 
i e n 丨 貧 查 • 書 書 皇 者 重 番 l l i 省 書 • 量 • 書 窗 奮 看 直 I 
1978 9 W 1989 6 1 " " " " " " " " " " " " • 1 8 8 4 1 3 0 0 1978 1B84 1889 Plastic Products 
5’800丨 
5 6 Q o f Establishments Averaged Employed 
二 仁 ^ ^ laPC^.......—.... 
印0+••”Y•••••• i6L.........." 
‘ 十 — — \ 
4.400W 1 2 r " " " Y 
A oon I I II I M t I I I M I II I I M I It tl J 為I 






4 6 0 1 Eatabllahment8 13.5i Averaged Employed 'I i . |  
( L — 1 1 3h"/r— 
I J J ^^^^^ ••• •••••••• 
|| -： ‘ .101 ' 1 I 1 /- \ 
[ / 「乂 V \ / \ 
>r .y /^... .........yl.....— ^ r \ 
\ / 1 0 * 5 r 
[/ V 10 卜 ••••V 
I丨•墜f f » « I « • _ • • • i戴• • i 豊 • 書 • • 蛰 Q C 1 薩 會 » 省 餐 餐 • 靈 1 獻 1 1 會 > 1 « _ » » 靈 1 » 塞 , 
一 1078 1084 1989 1978 1984 1989 
Basic Metal 
360j Establishments Averaged Employed 
_ _ 
^ ^ 1978 1084 1989 1978 1984 1089 
Fabricated Metal Products 
7,800j Establishments 12i Averaged Employed 
7,200 -V 10.5 卜 Y 
7'000 p^—"—“ 10 卜 一 … 
6,800 f/ -v " b v V• •• ••. 
6 6 0 0 . •• . . . . •" . . . . ―吟..…^^. . 9 [ x . . . 
a r \ r \ r \ LI««• • I fl 111»I n I n »I I N 11 v T,t n 




Scientific and Optical Equipment 










1978 1884 1989 1878 1984 1888 
(suite) 
Machinery 
6 ' 0 0 0 l Establishments 1 0 | i  I Averaged Employed 1 1 I I 會 • 垂 • , 會 會 重 r t I書重• 》 會 會 售 • » 曹 I » , C I 重 垂 f i > » i i » » ， 》 i 售 省 • 数 • • 售 重 重 身 » 
— 1989 1078 1984 19B9 
Electrical Machinery 
J 








































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































ACQUISITION AND DISPOSAL OF FIXED ASSETS BY CATEGORY OF INVESTMENT BY 




1 . 1 . N 
s u o s s l n b a < 
6«访T-
r -
 5 0 )
<o l J O t J o s C D u f J n t s i s n u B E
 6 u o > l 6 u o I 
u
 一 I 2 0 ) S S B
 p o x f r o w s o d s s P U ( Q c o s g a j j u v 
. s o u l p n n q
 p u v
 p u s i 
. ^ s w z u i - " 
i f i o
 Q 
284 
APPENDIX 3.13. HONG KONG TRADE STATISTICS, 1969-1989, ANALYZED BY INDUSTRY GROUPS. . ^ • 
I • 
lfnPQrta exports Re-exports 
. L^JPo i^essj^ exports Tradobalanca 
HK$ million F o o d 日 evewge 
40000 HKS million 
4,000 
30 ,000 “ / ! — . „ 3 000 / 
/ «*|WW ~ ： ..... 
M 7 . • z 
20(000 广-r 2 qqq I i 
10.000 — /x 1000 一 .. J^ , 
— • • 一 一 y ' T ' " 
一 一 z二，.. ^^^mmt^^00^ 0 A - • 0 - _ - — —“― ••• —'^― — “ 
��� � � ," • - � • - - � • ^ • � 
.、.、 -y 
、. •〜.、• ， 
{10.000) —*4x： (A A/y\\ ___ 、•—•《"•— 
* ' » � • ^ I - -.. r � 
• 、 、 . 一 、 . \ 
、.、 一、 N, v (20,000) - - 、.. (2 000) 、• 
(30,000) I 1 1 1 1 I I I I I I 丨 I I I I I 丨 I I I 丨• (3.000) 1 I ' I ' ' • ' ' ' ' ' < > • > » < I I I . 
1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 
1970 1972 1974 1976 1978 19«0 1982 1984 1986 1988 1970 1972 1974 1976 1978 1980 1982 1984 1986 1988 
Tobacco Textile 
HK$ million HK$ million 
8.000 80,000 
- / 
6,000 — - / — S O 000 —*-•••• — /i-—,.—一 / /, 
^ 0 0 0 - i-一•一一一.•一一一".《•—.-一丨一-••…•—一•.一.》«• 0 0 0 ..一 ……一../..…—-r - , - , .t 
. / . 7：/ 
/ / / / /�^‘ 
H 1/ h j i 
• y^/梦. • L J 
0 ^ 札 闪 ^ ••二 0 二 
^ • • 一 • 一 
、. 乂 .、〜 
“ 、 、 ， . 
- • 、.一、、 
(OQQQX I • ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ • ‘ ‘ ‘ ‘ ‘ ‘ ‘ • ‘ ‘ (20,000) I ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ I ‘ ‘ I I I I I I 
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APPENDIX 4.1. CORRELATION COEFFICIENTS BETWEEN SELECTED VARIABLES OF GUANGDONG'S ECONOMY 
FOR COUNTIES AND CITIES OVER THE 1980-1989 PERIOD. 
VI ID一su: Total value of foreign capital utilized. 
V I A—SUM: Total product of society. 
V1A_V5A : Total product of society per (employed) capita. 
VIA一GROW: Variation of total product of society. 
V1H_SUM_: Per capita rural household net income. 
V2B_SUM_: Total investment in fixed assets. 
V2B GROW: Variation of investment in fixed assets. 
V4A1JV4A: Public balance. 
V5A一GROW: Variation of total labour force of society. 
V7H一GROW: Variation of gross value of agricultural output. 
V15A GRO: Variation of total cultivated area. 
V7H_V15A: Average var. of gross value of agricultural output per mou of cultivated land 
V8A_SUM : Total gross value of industrial output. 
V8A_GROW: Variation of gross value of industrial value. 
V8G GRO : Variation of quantity of industrial enterprises. 
V8A—V8G : Variation of gross value of industrial output by new industrial enterprise. 
VIID_SU VIA__SUM VIA一V5A VIA一GROW V1H_SUM一 V2BSUM 
V11D_SU 1.0000** 76076** 74845** 78419** 73970** 77740** 
VXA ""IUH .6076** 1.0000** .5149** .2581* .5242** .9370** 
V1A]]V5A .4845** .5149** 1.0000** .4037** .6689** .5269** 
VIA^OROW .8419** .2581* .4037** 1.0000** .3646** .4704** 
V1H:SUM . 3 9 7 0 * * . 5 2 4 2 * * . 6689* * . 3646* * 1 . 0 0 0 0 * * . 5217* * 
V2B:SUM .7740** .9370** .5269** .4704** .5217** 1 .0000** 
V2B~6ROW .3223** .1287 .2138 .3656** .2045 .2221 
V鴒办 T 一 V4A .4020** .9475** .3800** .0140 .3713** .8169** 
V5A 一石ROW .8070** .1770 .3167* .7950** .2096 .3898** 
V7H:GROW .1059 .0139 - . 0 4 2 8 .1983 .0531 .0735 
V15A_6|tO - . 4 2 2 8 * * - . 2 8 9 0 * - . 4 7 5 5 * * - . 3 9 7 1 * * - . 4 5 0 8 * * - . 3 9 0 7 * * 
V7»_V15A .3692** .1629 .1938 .4363** .2716* .2835* 
V8A:SUM 一 .5757** .9944** .5279** .2205 .5275** .9141** 
V8A~6ROW .8310** .2270 .3746** .9200** .3576** .4462** 
V8G:GRO .5108** .1708 .1917 .5797** .2431 .3232** 
V8A:V8G .1091 - . 0 0 9 8 .1655 .2647* .2292 - . 0 0 1 3 
N of cases: 91 1-taiXed 5 i g n i f : * - .01 ** - .001 
V2B GROW V4A1 V4A V5A 一 GROW V7H一GROW V15A 一 G R O V7H_V15A 
V11D SU 73223** .4020** 78070** 71059 - . 4 2 2 8 * * .3692** 
VIA L U M .1287 .9475** .1770 .0139 - . 2 8 9 0 * .1629 
.2138 .3800** .3167* - . 0 4 2 8 - . 4 7 5 5 * * .1938 
VllTOROW .3656** .0140 ,7950** .1983 -.3971** .4363** 
VXH~SUM .2045 .3713** .2096 .0531 - . 4 5 0 8 * * .2716* 
V2B"SUH .2221 .8169** .3898** .0735 - . 3 9 0 7 * * .2835* 
V2B~GROW 1 .0000** .0037 .2921* .0705 - . 0 8 6 1 .1233 
V4AI V4JI .0037 1.0000** -•0220 -.0076 -.1923 .0774 
V5A 石ROW .2921* -.0220 1.0000** .1240 -.3494** .3592** 
V7H GROW .0705 - . 0 0 7 6 .1240 1.0000** - . 0 4 7 1 .8789** 
V15A 6RO - .0861 -.1923 -.3494** -•0471 1.0000** -.4889** 
V7H V15A .1233 .0774 .3592** .8789** - .4889** 1.0000** 
V8A"SUM .1000 .9555** .1433 - . 0 1 8 3 " .2965* .1333 
V8A-GROW . 3 3 8 6 - - 0027 .8608- .1976 - 4 4 9 6 - . 4841 -
VAA 一 GRO 2465* - . 0 0 7 8 .5191** .1576 - . 3 6 5 9 * * .3669** 
vltvSO ：1839 -：0680 .1328 .0127 -.0688 .0413 
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V 8 A - S U M V8A_GR0W V80 6R0 V8A V8G 
F " .5757** . 8 3 1 0 " - .5108** " .1091 
- 2 2 7 0 .1708 -.0098 
X J M o L ^279* * . 3746 " .1917 .1655 
VIA 一 G R O W .2205 .9200** .5797** 2647* 
M S ' " i r * . 3 5 7 6 " -2431 ：2292 V2B__SUM .9141** .4462** .3232** -.0013 
V2P 一 G R O W .1000 .3386** .2465* 1839 
V4A^__V4A .9555** -.0027 -.0078 -:0680 
V5 義一GROW .1433 .8608" .5191" 1328 
V7H_GR0W -.0183 .1976 .1576 ；0127 VX5A_GR0 - .2965* -.4496** -.3659** -.0688 
V7H_V15A ,1333 .4841** .3669** .0413 
V8A 一 S U M 1.0000** .1841 .1363 -.0252 
V8A_GR0VF .1841 1.0000** .6112** .2601* 
V8GGR0 .1363 .6112** 1.0000** - .2641* 
V8A__V8G -•0252 .2601* - .2641* 1.0000** 
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APPENDIX 4.2. MULTIPLE STEPWISE REGRESSION： THE RESTRUCTURING MODEL. 
i 
LIST OF VARIABLES. 
Growth of gross value of industrial output GGVIO. 
Total value of foreign investment utilized FI. 
Accumulated investment in fixed assets AIFA . 
Growth of total investment in fixed assets GIF A. 
Local government public balance PB . 
Growth of total labour force of society GLF. 
New industrial enteprises NIE. 
N of Cases = 91 (four cases contain missing values). 
CORRELATION MATRIX 
GGVIO F I AIFA GIFA PB GLF NIE 
GGVIO 1.000 .831 .446 .339 - . 0 0 3 .861 .429 
F I .831 1.000 .774 .322 ,402 .807 .382 
AIFA .446 .774 1.000 .222 .817 .390 .462 
GIFA .339 .322 .222 1.000 .004 .292 .230 
PB - . 0 0 3 .402 .817 .004 1 .000 - . 0 2 2 .071 
GLF .861 .807 .390 .292 - . 0 2 2 1.000 .321 
NIE ,429 .382 .462 .230 .071 .321 1.000 
EQUATION STATISTICS (final equation only) 
Multiple R 0.92016 
R Square 0.84669 
Adjusted R square 0.83956 
Standard Error 4.94821 
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ANALYSIS OF VARIANCE 
i 
DF Sum of Squares Mean Square 
Regression 4 11628.91453 2907.22863 
Residual 86 2105.68791 24.48474 
F = 118.73633 SignifF= .0000 
FINAL EQUATION Dependent Variable. GGVIO 
� V A R I A B L E S IN THE EQUATION 
Variable B SE B Beta T Sig T 
GLF 8.90521 3.21265 .25846 2.772 .0068 
FI 2.678945E-04 4.00297E-05 .69926 6.692 .0000 
PB -2.13309E-05 4.51921E-06 -.28514 -4.720 .0000 
NIE 9.074727E-04 4.22052E-04 .09884 2.150 .0344 
(Constant) -7.03278 4.11669 -1.708 .0912 
VARIABLES NOT IN THE EQUATION 
Variable Beta In Partial Min Toler T Sig T 
AIFA -.22044 -.11089 .03880 -1.029 .3065 
GIFA .01848 .04391 .15803 .405 .6863 
Residuals Statistics: 
Min Max Mean Std Dev N 
*PRED 1.3518 105.8074 7.2072 11.3052 92 
*RESID -18.5771 27.6308 -.0134 4.8121 92 
*ZPRED -.5164 8.6730 -.0012 .9946 92 
•ZRESID -3.7543 5.5840 -.0027 .9725 92 
Total Cases = 95 
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